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HE practice of using heavy viscous 
oils for electric railway car journal 
lubrication is being revolutionized. 


Today, after years of research and 
study, The Texas Company is providing 


the Electric Railway Industry with an 
entirely new system of car journal lubrication: Texaco Lovis Oils 


and Texaco Oil Seals. 
\ 
This new system of car journal lubrication is now in use on | 
many electric railway properties; and the effect is notable: 
1. The cost of lubrication has been lowered. 
2. Power savings of considerable proportions are being attained. 
3. Hot box trouble and excessive waste consumption have been ended. 
4. Marked reduction in maintenance costs. 
Ask the Texas Company to send a lubrication engineer who will lav 
the facts before you. You will be interested in the results that are 


being accomplished—and the savings which you can enjoy through 
the use of The Texaco System of Electric car journal lubrication. 


TEXACO 
Jie tan ns se oor vo Oy Ee I BRICANTS 
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Your Street Railway 
is Building Your Community 


SEE THIS ADVERTISEMENT IN THE SATURDAY EVENING POST, 


Finer oe seinen i that the rapid 
development of our cities has come since the 
electric lines took over the duties of che leisurely 
horse-car. 

Your street railway system has made a great con- 
tribution to che growth of your community. It has 
brought offices, factories, schools and stores within 
a few minutes of your home. It has built concen- 
trated business areas—made possible the skyscraper 
—for by no other known means could forty mil- 
lions of people be transported every day within 
the narrow confines of our city streets with the 
speed, comfort and convenience which traction 
lines provide. 

Today America is dependent on its electric rail- 
ways. In many citi¢és 80 per cent of the workers 
rely on street cars for transportation. More than 
75 per cent of the shoppers in the average large 
city use che street railways. And yet this great 
industry is supported by pennies, nickels and 
dimes. The average person who rides to 

work regularly on the street car spends ap- 

Mer re bes pe ep ne te 
jess than the garage rent for an 


UNION METAL steer 


automobile. RUTED STEAL PRODUCTS See Preexico. 


in return this industry contributes fearly chree- 
quarters of a billion dollars in wages, rents and 
taxes co the communities it serves. Furthermore, 
each year, millions of dollars are spent in extend- 
ing lines, umproving equipment and in betrering 
tervice. Your street railway is still building your 
comm airy. 
Nor have electric railways been slow to sense the 
demand for improved street appearance. In over 
twenty of our largest cites, Union Metal Fluted 
Steel Poles have been adopted co support trolley 
span wires and feeder lines. in this type of pole 
are found the beauty of the ancient lured columa 
and che sturdiness. strength, and durability 
peculiar co steel. In many instances, all electrical 
services (street lighting, trafic signals, span wires, 
feeder lines—and at times telegraph wires and 
central station distribution lines) are combined 
on one set of poles, thereby clearing the curb- 

line, improving the street appearance and 

often effecting outstanding economies. 

THE UNION METAL MANUFACTURING CO 
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The Fruehauf 


Front Gear 


The Fruehauf Heavy-Duty Carryall is built 
to stand up and operate economically under 
the most severe load and road conditions. 





— 











12 
Every part is engineered and built to serve its 
14 special purpose. Take for example the Frue- 
15 hauf Front Gear illustrated here. Note the 
D sturdy steel construction—the large gusset 
9 plates—the bracing. Every rivet hole is sub- 
30 punched and later reamed to exact size. The 
40 shackles and springs are supported on 2-inch 
diameter hardened steel cross shafts. The 
45 hardened steel circle, on which the roller bear- 
46 ings roll, carries the load and makes steering 
easy. The axle (not shown) is made from a 
special chrome-molybdenum steel forging and 
49 is equipped with Timken bearings. Wouldn’t 
54 you be interested in further Fruehauf con- 
56 struction data? We will be glad to send 
. complete illustrated information. 
6 1 
70 Oldest and Largest Manufacturers of Trailers 
72 oe 
79 FRUEHAUF TRAILER 
+ COMPANY 
1 10950 Harper Avenue Detroit, Mich. 
5 Fruehauf Trailer Company of Canada, Ltd., 
Toronto, Ont., Canada. 
Branches and Distributors in all Principal Cities 
Semi-Trailers, 4-Wheel Trailers, Pole Trailers, 
| Heavy-Duty Carryalls 
ct, 
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Pages with the Editors 





Tuis issue of Pusirc Utimrrires Fort- 
NIGHTLY is issued in celebration of our birth- 
day. ~ 

. * 

FIFTEEN years ago, when the present sys- 
tem of regulating utilities by State Com- 
missions was in an early experimental stage 
and when its future was problematical, the 
imperative need arose for printing and dis- 
seminating and preserving for reference the 
Commission’s rulings, opinions and decisions. 

* * 

Out of this need was born “Public Utilities 
Reports.” How important this step proved to 
be in stabilizing the present system of 
regulation, no one knows better than the 
State Commissions themselves and the public 
utility industry as a whole. 

+ + 

From this beginning has grown the pub- 
lishing house known throughout the country 
as Public Utilities Reports, Inc., which 
issues not only the five-volume annual 
“Public Utilities Reports, Annotated,” but 
Pusiic Utiitres Fortnicgutty—the only 
magazine in the country dedicated exclusively 
to the principle of public service regulation. 

* * 

THE introduction to our readers of the 
contributors to this number—all so well 
known as to require no introduction—puts 
the editors in somewhat the position of the 
White House official who introduced Wit 
Rocers to Presmpent COoo.ince. 


Witt Rocers seized the opportunity of con- 
verting a perfunctory ceremony into the be- 
ginning of a beautiful friendship by bending 
forward and observing in all seriousness, 
“I didn’t catch the name?” 

* * 

Rocer W. Basson—as every reader of this 
magazine knows—is the Basson, known 
throughout the world as astatistician, founder 
of Babson’s Statistical Organization, as a 
director in numerous important industrial 
corporations, and as author of several books 
and magazine articles on economic topics, 
including the current series of articles in 
Pustic Utiritres FortNicHtTiy. 

* * 


THE presentation to our readers of LUTHER 
R. Nasu is also merely a matter of form, 
as he is widely acquainted throughout the 
public utility industry, not only as vice-presi- 
dent of Stone & Webster, Inc., but also as a 
rate expert, appraisal engineer and as an 
economist who has written numerous maga- 
zine articles and monographs on utility prob- 
lems—including the book “Economics of 
Public Utilities.” 

* 

Mr. Nasu is a Connecticut Yankee by 
birth, who graduated from the Massachu- 
setts Institute of Technology in 1894, re- 
ceived the degree of S.M. from Harvard 
“as of 1898,” and has been engaged in 
utility work’for the past thirty-five years. 


(Continued on page VIII) 





PROF. RALPH L. DEWEY 
(See page 715) 





LUTHER R. NASH 
(See page 730) 
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om ECONOMICS OF THE ELECTRICAL INDUSTRY & 
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| The \KYSCRAPER 


| 


is so much 
Steel and Stone 
without 


Electricity 


The cold, dark mass gradually rearing 
its head mountain-high on a busy 
down-town corner is a building—an 
impressive tribute to modern construc- 
tion skill. But it cannot become a 
revenue-producing property—a busy 
office, a theater, or a luxurious hotel 
—until electricity has made it so. It 
is electricity that gives a building /ife. 

Because of electricity, water flows 
hundreds of feet above surrounding 
levels, heat and fresh air circulate to 
inside, windowless rooms. On dark 
nights and sullen days electricity scatters 
sunshine throughout every nook and 
corner. Swift automatic electric eleva- 





tors whisk you up or down in the 
twinkling of an eye, yet with a barely 
perceptible sense of motion. 

In every phase of building and build- 
ing equipment, Westinghouse is co- 
operating with architects and construc- 
tion engineers to make steel and stone 


more enduring —and more friendly. .'. ‘une in the Wes note the Weapons Salute over WJZ , WIZ and 


Westinghouse service to the et ee 
re Westinghouse 

















VIII PAGES WITH 


THE EDITORS (continued ) 





FATHER JOHN A. RYAN 
(See page 756) 


Dr. Ratpnp L. Dewey (whose article 
“The Municipal Plant; Is It Coming or 
Going?” is a dispassionate and_ scholarly 
survey of a highly controversial subject), 
completed his academic work in economics 
at Oberlin College, Ohio State University 
and at the University of Michigan; from 
the latter he received his Ph.D. degree. 

* * 


For several years Dr. Dewey has special- 
ized in the problems of the electric utilities 
and of the railroads, and has written and 
lectured extensively on these topics; at 
present he is Assistant Professor of Econ- 
omics at Ohio State University. 

* + 


Hon. C. W. McDonnett, whose article 
“Why Ratepayers Complain to the Commis- 
sions” presents an illuminating viewpoint on 
the public relations activities of the utilities 
as seen by the State Commissioners, has 
served as a member of the regulatory body 
of his state since 1921 (the Board of Rail- 
road Commissioners of North Dakota), and 
is now president of that organization. 

* . 


Cuester T. Crowe, is an Ohioan by 
birth, who began his career as a newspaper 
man in the southwest; during the past few 
years he has established himself as a maga- 
zine writer for the leading periodicals in the 
country—including, of course, the world’s 
fastest-growing fortnightly, a copy of which 
you are now reading. 

. + 


Joun A. Ryan (a name that has broad 
repute in the economic journals) is in reality 
FaTHER Ryan, Professor of Moral Theology 
and Industrial Ethics at Catholic University, 
Washington,. D. C., since 1915. 


COMMISSIONER C. W. McDONNELL 
(See page 749) 


FaTHER RYAN, prominently identified with 
the liberal group of economists and a literary 
co-worker with Morris Hirgutit, the Social- 
ist, has taken an active, not to say aggressive 
interest in regulatory problems, and is the 
author of numerous works on public matters. 

* * 

Joun T. Lampert, whose column “As 
Seen from the Side-lines” appears regularly 
in these pages, is one of the most experienced 
newspaper men in the country; he now is 
located in Boston. 

* * 

Henry C. Spurr and Francis X. WeEtcH 

are both of the staff of this magazine. 
- * 


THE frontispiece of this number (which is 
published by courtesy of the General Electric 
Company) is a color reproduction of an oil 
painting by Water L. GREENE. 

* + 


Mr. GREENE, a native of Massachusetts, 
studied art in his home state, in Paris and 
Italy; he has specialized in subjects illus- 
trative and symbolic of America’s industrial 
progress—a field which has been strangely 
overlooked by artists generally, but which is 
overwhelmingly rich in subject matter and 
inviting to the painter with imagination and 
a sense of dramatic values. 

* 

AGAIN this magazine has figured among 
the permanent historical records of our 
country; the article by ConcrEssMAN 
EMANUEL CELLAR, “The Proposed Revamp- 
ing of the Federal Power Commission,” in 
cur May Ist number, was reprinted in the 
May 2nd issue of our Esteemed Contem- 
porary, the “Congressional Record.” 

*~ * 


THE next number will be out June 26th. 
—TuHeE Eprrors. 
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Over 350,000 investors 
4 * ° 2 
| share in the earnings of this 
| Billion Dollar Organization 
IL, gas, electric and other properties 
; A Cities Service Subsidiary — combined in the CITIES 77 1... 
; ganization now represent more a 
Tulle Seice Comquny thousand million dollars of assets. 
: of Colorado 
| Earnings of these properties are shared 
by more than 350,000 holders of the Com- 
: mon stock of CITIES SERVICE COMPANY, 
th ; which controls, through stock ownership, 
t this great group of more than 100 subsidi- 
ve Engaged in the production and sale of 
he a ities of modern ere SERVICE 
S, 8 iaries enjoy constantly growing mar- 
chantnashegyedinne ete for thelr peoducts and services. In 
\s dé the past twelve months, CITIES SERVICE 
ly COMPANY made a new high record of net 
of 
d UBLIC wens comes earnings—over $43,000,000. 
is congeae in Gocam. begun estan CITIES SERVICE Common stock, at on 
— + = ; ode current market price, yields over 6% 
selena oe eaten int annually in stock and cash. 
H 2,200 miles of transmission and distribu- 
tion lines. Gas is distributed through 680 When you invest in CITIES SERVICE 
pronase Common stock you become a partner in 
: Company pean rams | naturel one of the largest industrial organizations 
“ deen ene coo in the country, with a record of nineteen 
1 frente Ryinent power te Besiiin Gund years of growth—and an assured future of 
Meme en nears ag ees Sagem still greater growth. 
| Re en Mail the coupon below and we will send 
> 7 you, without obligation on your part, 
1 an interesting booklet describing CITIES 
SERVICE and its investment securities. 
, 
. HENRY L. DOHERTY & COMPANY 
! 60 Wall Street @) New York City 
Branches in principal cities 
HENRY L. DOHERTY & COMPANY, 
roe rn 60 Wall Street, New York City 
Cities Service Radio Programe Send of booklet che Cities Service organ 
/ Friday, 8 P. M. Eastern Standard Time— aun oad the investment possibilities of its securities. 
i N. B. C.—Coast to Coast and Canadian 
Network—33 Stations Name 
Address 
129 City. 
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He 
, had the 


Pusue 
Utimity 
BLUES’ 


The president moaned of poor sales methods 
in his appliance division. He crooned of low 
kilowatt hour consumption. And in a booming 
voice he bellowed for an idea... a real idea 
that would start his sales force selling. 





He got it, too. This public utility specialist 
from Remington Rand told him that what his 
organization lacked was a means of directing 
the efforts of the sales force. He outlined the 
remedy... a Kardex Appliance Follow-Up . . 
showed the president how it worked. . . sold 
it to him. . . put it in operation. Before long, 
that company had a card set-up for every cus- 
tomer that told what appliances he owned, 
what were furnished him by the building he 
lived in and what additional appliances he was 
a prospect for. . . a record which was auto- 
matically kept up-to-date. 


What happened? The number of calls per 
salesman increased from 8 to 13 a day. More 
washing machines were sold the first week 
than had been sold in a month before. The 
sales of every other appliance soared. In three 
months the consumption of kilowatt hours per 
customer materially increased. 











Put Your Public Utility Control 
Problems up to Remington Rand 


To cope with the increasingly complex opera- 
ting problems of public utilities, Remington 
Rand has organized a department staffed by 
men thoroughly familiar with public utility 
procedure. Under their direction, new systems, 
new methods and new machines are being con- 
stantly developed to meet the particular needs 
of the industry. 


Already these specialists have co-operated with 
hundreds of public service corporations where 
they have studied, created and installed every 
type of public utility record. 


Put your problems up to the nearest represent- 
ative of Remington Rand! A phone call will 
bring him to your desk. He and the vast organ- 
ization he represents are anxious and able to go 
to work for you. 


Public Utility Department 


Remington Rand 


BUSINESS SERVICE 


BUFFALO. NEW YORK 
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Courtesy General Electric Co. 


Pioneers of Progress 


“The wilderness and the solitary place shall be glad for 
them; and the desert shall rejoice, and blossom as the rose.” 
—IsAIAH xxxv: 1 
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The Municipal Plant 


Is It Coming or Going? 


ERE is an analysis, written without bias and based upon facts 

and figures, of present-day trends in the electric power field. 

In it the author, who is a widely-known economist, points out the 

probable development of both the privately-owned and the city- 

owned plant, and the relative position that each is likely to occupy 
in the future. 


By DR. RALPH L. DEWEY 
OHIO STATE UNIVERSITY 


has for some decades favored, in 

the main, two devices for con- 
trolling the sale of electric light and 
power to consumers; one is private 
ownership and operation with state 
and local control of rates and service; 
the other is municipal ownership and 
operation. 

The relative merits of these two 
forms of control have been widely 
discussed on the platform and in the 
press during the past few years—a 
rather surprising situation in view of 
the relatively minor role being played 
by the municipally owned systems. 


| n the United States, public opinion 


Since much of the data and argu- 
ments presented by both the pro- 
ponents and opponents of municipal 
ownership and operation has been in- 
accurate, incomplete, or otherwise 
misleading, it seems desirable at this 
time to review the data and to secure, 
if possible, some warranted conclu- 
sions concerning the past develop- 
ment, present status, and immediate 
prospects of municipal ownership. 


HE past development and present 
status of municipal ownership 
may be displayed, absolutely and rela- 
tively, (first), in terms of the num- 
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ber of systems or what the United 
States Census calls “establishments,” 
and, (second), in terms of the im- 
portance and scale of operations. 
These two general aspects of munic- 
ipal ownership and operation are con- 
sidered in more detail in the following 
sections. 


I 


| prrenwig ownership of central 
electric light and power sta- 
tions first appeared in 1881 when one 
such company was organized. 

During the eighties, municipalities 
were loath to build plants and, as a 
result, nearly all electric light and 
power establishments were construct- 
ed by private capital. Towards the 
end of 1889, however, small munic- 
ipalities, believing thoroughly in the 
benefits to be derived from central 
stations and yet unable to induce pri- 
vate capital to furnish the necessary 
equipment, began to set up their own 
companies. 

This movement developed so rapid- 
ly that 815 municipal companies were 
in operation by 1902, the year of the 
first Federal census of electrical in- 
dustries. Concerning the development 
of municipal ownership in the United 
States during the period 1881 to 1902, 
Mr. Thomas C. Martin, special Unit- 
ed States agent, who compiled the 
text of the first census report, ob- 
served : 


“The spread of the agitation for 
municipal ownership of public serv- 
ice enterprises is illustrated in a 
somewhat striking manner. ‘ 
Of the 815 municipal stations enu- 
merated, only 68 had been put in up 
to 1889. In that year, 40 were intro- 
duced, and, in 1895, the number of 
new stations reached 73, increasing 


in 1898 to 82. The returns for 1902 
indicate that the ratio was fully main- 
tained in the census year.” 


Thus the movement toward mu- 
nicipal ownership was fully. main- 
tained and going forward rapidly at 
the turn of the century. 


ee in 1902 and continuing 
at intervals of five years until 
1922, the Federal census of electrical 
industries has contained valuable data 
concerning the development of munic- 
ipal ownership. The number of sys- 
tems advanced from 815 in the former 
year to a peak of 2,581 in the latter 
year, an increase of 216.7 per cent. 
Since 1922 (relying upon data pub- 
lished by the National Electric Light 
Association) the number of munici- 
pals has declined steadily to 2,030 at 
the end of 1927, a loss of 21.3 per 
cent. 

Superficially, these data would seem 
to indicate the rise and fall of munic- 
ipal ownership in the United States, 
but a comparison with the develop- 
ment of private ownership of the in- 
dustry shows this conclusion to be 
true only in part. 

Municipal ownership continued to 
increase until 1922, while private 
ownership reached its peak in 
1917. Between 1902 and 1917, the 
total number of private operating 
companies increased from 2,805 to 
4,224, an increase of 50.6 per cent, 
which is a much smaller relative ad- 
vance than that achieved by the mu- 
nicipals (184.4 per cent). In terms 
of actual increase, the municipal in- 
crease of 1,503 establishments was but 
little more than the private increase of 
1,419 establishments. After 1922, 
both municipally and privately owned 
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plants suffered recessions, but this was 
more noticeable among the com- 
mercial than among the municipal 
companies. At the end of 1927, there 
were 1,237 (33 per cent) less private 
companies and 551 (21 per cent) less 
municipal companies than in 1922. 

Thus the municipals have shown a 
marked tendency either to increase 
more rapidly (1902 to 1922) or to 
decrease less rapidly (1922 to 1927) 
than private companies. 


HE fact that the number of mu- 
nicipals has steadily increased in 
proportion to the number of private 
plants may be observed by computing 
the ratio of municipal to all operat- 
ing establishments. In every 5-year 
period, the proportion of municipal 
systems to the total number steadily 
advanced: 22.5 per cent in 1902, 
26.6 per cent in 1907, 29.9 per cent 
in 1912, 35.4 per cent in 1917, 40.6 
per cent in 1922, and 44.4 per cent in 
1927. If one may rely on the statis- 
tics published by the Electrical World 
(which are only estimates), the mu- 
nicipals will become 50.1 per cent of 
the total in 1929, the first time in 
history that municipally owned elec- 
tric light and power companies have 
out-numbered the private companies. 
In terms of numbers, and in pro- 
portion to privately owned companies, 
municipal ownership has assumed 
greater significance with each passing 
year. 


II 


MONG the questions which natu- 

rally are raised by these obser- 
vations one seems to be of sufficient 
importance to warrant immediate an- 
alysis. 


What factors caused the number of 
municipal establishments to expand so 
rapidly until 1922 and thereafter to 
decline with even greater rapidity? 

The answer to this question de- 
pends largely upon the economic con- 
ditions of the times. 


| arse the World War, two con- 
siderations caused cities and 
towns to own and operate electric 
light and power establishments : 

First, the inability of isolated small 
towns to secure the construction of 
generating plants or transmission lines 
by private capital ; 

Second, the belief of many citizens 
in towns and cities already served by 
private establishments that public con- 
trol of rates and service by franchise, 
by local and State Commissions, or 
by any means then available other 
than municipal ownership did not se- 
cure to consumers, especially domestic 
consumers, as low rates and adequate 
service as conditions of operation 
would warrant. 

In. 1922, over 84 per cent of all 
municipal establishments were in 
towns of less than 5,000 population. 
If the size of the municipality is in- 
creased to 25,000 population, almost 
98 per cent (2522) of all municipal 
establishments are included. Only 
0.6 per cent of municipal companies 
were in cities of 100,000 inhabitants 
or over. 

In addition, 52.4 per cent of the 
value of plant and equipment, 64.8 
per cent of the revenues, and 68.4 per 
cent of the number of customers, in 
1922 were in cities and towns of less 
than 25,000 population. _ 

These data taken from United 
States Census reports indicate the part 
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that municipal ownership and opera- 
tion had come to play in the smaller 
cities, towns, and hamlets during and 
immediately after the war. 


A muncipal ownership is 
confined largely to small centers 
of population, the census of 1922 
nevertheless listed 59 municipal estab- 
lishments in cities of 25,000 popula- 
tion and over. Eight of these estab- 
lishments were in cities of 100,000 to 
500,000 inhabitants and eight more in 
cities of 500,000 population or more. 
Included in these larger cities are Los 
Angeles, Cleveland, Seattle, Tacoma, 
and Jacksonville, Florida. 

Most of these larger municipal sys- 
tems are in competition with private 
companies and were established with 
the express purpose of compelling a 
reduction in rates or an improvement 
in service. Probably the most notable 
systems are those in Los Angeles, in 
Cleveland, with its domestic lighting 
rate of 3 cents per kilowatt hour, and 
in Tacoma, with its extremely low 
rates due to an advantageous situation 
with respect to hydro-power genera- 
tion. 

These facts are mentioned not only 
to give some notion of the numbers of 
large municipal establishments, but 
also to indicate that the larger cities 
have installed municipal systems after 
an unsatisfactory experience with 
privately owned and operated com- 
panies. 


HE next part of our inquiry re- 

lates to the rapid decline of the 
number of municipal establishments 
since 1922. This development has 
been simply one sidelight of the con- 
solidation and merger process, a 
process made possible economically 


by improvements in the efficiency of 
large steam-electric turbo-generators 
and in coal utilization, together with 
more efficient methods of transmis- 
sion. As a result, the scale of central 
electric station operation has expand- 
ed in two directions, first, in a much 
larger generating unit than formerly 
—now 160,000 kilowatt capacity in 
some cases—and, second, in greater 
transmission distances—now 200 
miles or more when costs of genera- 
tion are relatively low. 

In order to take advantage of the 
economies of large-scale operation, 
the electric companies sought to en- 
large the market for their power by 
purchasing or building additional 
transmission and distribution lines; in 
fact, they reduced rates to industries, 
to private electric companies, and to 
municipalities, in order to induce them 
either to purchase current or in many 
cases to sell their systems to the large- 
scale private company. 


A CCORDING to data compiled by the 

National Electric Light Associa- 
tion, some 1,412 cities and towns are 
listed as having at one time or another 
turned from municipal to private op- 
eration. Of this number, 845 places 
(59.8 per cent) were hamlets of less 
than 1,000 inhabitants. Another 494 
systems were in towns of 1,000 to 
5,000 population. Thus 1,339 of the 
1,412 municipalities turning to pri- 
vate operation were small towns, vil- 
lages, or mere hamlets. 

Very few of the larger cities (that 
is over 30,000 population), possessing 
municipal establishments are to be 
found in the list, 14 to be exact. Only 
one city (Pittsburgh) has a popula- 
tion of over 100,000. Besides, others 
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The Economic Trend toward Fewer 
but Larger Power Companies 


i a small power systems—municipal 
or private—have become parts of the 
super-power, consolidated corporations gen- 
erally not because of dishonest or inefficient 
management, but because merger meant 
economies of operation and lower rates, 
which would not accrue under small-scale, 
isolated operation. The decline in numbers 
of companies, municipal or private, has been 
due predominantly to technical and econom- 











ical forces.” 





either abandoned the municipal sys- 
tem many years ago or had only a 
plant for street lighting and other 
municipal purposes. Berkeley, Cali- 
fornia, disposed of its plant in 
1893, a plant which produced only 
street lighting. Lakewood, Ohio, and 
Portsmouth, Ohio, both turned from 
municipal to private operation about 
1908. Another city of over 30,000 
inhabitants to espouse private opera- 
tion a good many years ago was 
Moline, Illinois (in the early eight- 
ies). 

In fact, of the 14 cities mentioned 
in the National Electric Light Asso- 
ciation survey, only 5 have chosen to 
change from municipal to private 
ownership since 1922. At the same 
time, not one of the 16 municipal 
systems serving cities of 100,000 
population or more in 1922 has chosen 
to change over to private operation. 


G free facts merely serve to em- 
phasize again the point made 
above, namely, that the rapid dis- 
appearance of municipal establish- 


ments is to be found only in the ex- 
tremely small towns and villages; in 
the larger cities there is no marked 
movement away from municipal own- 
ership and operation. 

It is important to note that the 
small systems—municipal or private 
—have become parts of the super- 
power, consolidated corporations gen- 
erally not because of dishonest or in- 
efficient management, but because 
merger meant economies of operation 
and lower rates, which would not 
accrue under small-scale, isolated 
operation. That this decline in num- 
bers of companies—municipal or pri- 
vate—has been due predominantly to 
technical and economical forces and 
not to inefficient management has 
been recognized by most students of 
the electrical industry. 

Not all municipal systems, which 
have been purchased by private com- 
panies, are expected to aid the new 
owners through further economies of 
operation. In some cases, excessive 
prices (overcapitalization of the earn- 
ings) have been paid for municipal 


719 








PUBLIC UTILITIES FORTNIGHTLY 


establishments because of a desire to 
eliminate municipal ownership or be- 
cause of an expectation of recouping 
these outlays later through ineffective 
state control of rates and service. 

Furthermore, some cities and towns 
have disposed of their establishments 
—often at a heavy loss—because of 
the chicanery or incompetence of pub- 
lic officials, the ignorance of the pub- 
lic, or actual or threatened price cut- 
ting where the private company was 
in a position to compete with the mu- 
nicipal establishment. On the whole, 
however, it is undoubtedly true that 
the vast majority of municipal sys- 
tems, which have been sold to private 
companies, have disappeared before 
the irresistible advantages of large- 
scale, consolidated operation. 


III 


Hus far the tacit assumption has 

been made that the small, isolat- 
ed municipal establishment has uni- 
formly given way to super-power 
systems. 

Such is not the case. 

According to a preliminary report 
issued by the United States Census on 
August 17, 1927, the significant re- 
ductions in municipal ownership have 
occurred in only 20 of the states, in- 
cluding Alabama, Florida, Georgia, 
Kentucky, Louisiana, Mississippi, 
Missouri, North Carolina, Oklahoma, 
South Carolina, Tennessee, Virginia 
(all southern states), and Illinois, 
Michigan, Minnesota, Ohio, and 
Pennsylvania (principally in the east- 
ern and middle-western section). 
These states, all with a substantial 
amount of municipal ownership in 
1922, had a combined loss of 370 
establishments or somewhat more 


than 20 establishments per state. 

In contrast with this situation, the 
preliminary report disclosed an actual 
increase in the number of municipal 
systems in 13 states between 1922 and 
1927, the significant increases occur- 
ring in California, Colorado, Iowa, 
Kansas, Massachusetts, Nebraska, 
Utah, and Wyoming. No change was 
noted in Connecticut, Idaho, and 
Rhode Island. Thus 16 of the 48 
states, including Kansas and Ne- 
braska with more than 200 municipal 
establishments apiece, either experi- 
enced no decline or an actual increase 
in numbers. 


HERE appear to be at least three 
reasons for this contrast in de- 
velopment : 

First, most of these states in which 
municipal ownership has declined are 
in the Appalachian Mountain area, 
which contains valuable hydro-power 
sites and ,deposits of high quality 
coal, both of which facilitate the de- 
velopment of highly efficient generat- 
ing plants. An extensive intercon- 
nected electric system must have low 
cost generation per kilowatt hour in 
order to overcome the expenses of 
long distance transmission. The fact 
that a large majority of the municipal 
establishments which have been dis- 
continued in recent years, were in 
states in close proximity to coal and 
hydro resources and where large pri- 
vate electric systems have developed 
since the war, is evidence of this re- 
lationship. 

Second, the density of the number 
of isolated establishments—municipal 
or private—in any given area, has 
been a factor. In states with a high 
density of small isolated municipals, 
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Georgia, Illinois, Michigan, Ohio, 
Oklahoma, and Minnesota, among 
others, it required fewer miles of 
transmission line on the average to 
connect the various distributing sys- 
tems with central generating plants 
than it does to connect the widely 
scattered municipals in California, 
Colorado, Utah, Washington, or 
Wyoming. Hence, it was more prof- 
itable for the private companies to 
purchase municipal establishments in 
the former than in the latter groups. 

A final consideration, which has 
caused the municipals to disappear 
more rapidly in the South and Mid- 
dle-West than in other sections of 
the country, may be termed the 
“drive” of certain power utility exec- 
utives in the former area. It is pretty 
generally true that the large private 
establishments have sought out the 
municipals for purchase more often 
than the municipal establishments 
have approached the private owners 
with the same purpose in view. Un- 
doubtedly, many municipals have sold 
or otherwise disposed of their electric 
light and power plants both in the 
South and Middle-West because of 
the aggressive action of the few lead- 
ing executives in these areas. When 
such pressure is absent, the cities and 


towns already operating electric 
plants more often retain them. 
IV 


7. preceding analysis has dealt 
with municipal establishments, 
regardless of whether the municipal- 
ity generated or purchased the power 
it distributed to consumers. It is im- 
portant to ascertain, however, what 
the trend of development in this direc- 
tion has been in recent years. 


Studies completed by Professor 
Dorau and others under the direction 
of the Institute for Research in Land 
Economics and Public Utilities for 
the states of Wisconsin, Massachu- 
setts, Missouri, and Minnesota, reveal 
quite clearly the fact that a much 
larger proportion of municipals are 
purchasing energy than ever before. 
Until 1919, more than one-half of the 
105 municipal establishments in Wis- 
consin generated all of the current 
distributed. In 1926, only 25 out of 
the 90 municipals generated all or 
even part of the energy sold to con- 
sumers. 

In Massachusetts, this movement 
has been even more striking. Until 
1914, at least one-half of all mu- 
nicipal establishments there generated 
all of the energy distributed. After 
1914, in spite of a slight growth in 
the number of establishments from 
39 in 1914 to 42 in 1926, the owner- 
ship of generating equipment so de- 
clined that no municipally owned gen- 
erating plant remained in 1923. Simi- 
lar trends were observed in Missouri 
and Minnesota. 

For the United States, as a whole, 
according to- United States Census 
figures, more than three-quarters of 
municipal establishments generated at 
least part of the electricity distributed 
until 1917. After 1917, the move- 
ment away from generation and to- 
wards purchase was rapidly extended. 
According to the United States Cen- 
sus of 1922, only 1,739 (out of a 
total of 2,581) municipal establish- 
ments generated all or part of the 
energy distributed, leaving 842 estab- 
lishments to purchase all energy from 
other sources. For 1928, it is esti- 
mated by the Electrical World that 
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not more than 1,120 generating plants 
remained among the 1,910 municipal 
establishments then in existence. 


oe data help to explain, along 
with other factors, why the pri- 
vate systems have been unable to 
absorb more than a fraction of the 
municipal systems in such populous 
states as Massachusetts, Iowa, Mis- 
souri, Wisconsin, and Minnesota. 
The people apparently are in favor 
of retaining their distributing systems 
and disposing of their generating 
_ plants. Thus there is developing a 
mixed system of municipal and pri- 
vate ownership which promises to go 
farther before an end is reached. 


Vv 


N the preceding sections, I have 

dealt with the number and loca- 
tion of municipal establishments and 
drawn some comparisons, in these re- 
spects, with “commercial” or private 
establishment. Let us now note the 
importance of municipals, absolutely 
and relatively to private companies, 
as shown by value of plant and equip- 
ment, gross revenues, kilowatt ca- 
pacity, number of consumers, number 
of employees and number of towns 
served. 

In spite of the decline in the totals 
of municipal and private establish- 
ments since 1917, the electric light 
and power industry has gone forward 
rapidly during the past decade or so. 

Between 1917 and 1928, the capital 
invested in the industry rose from 
$3,245,000,000 to $10,300,000,000 ; 
the gross revenues increased from 
$526,000,000 to $1,908,000,000; the 
energy generated and imported in- 
creased from 26,663,000,000 to 84,- 
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700,000,000 kilowatt hours; and the 
number of customers advanced from 
7,178,000 to 23,400,000. 

Most of this expansion has taken 
place under private auspices, and 
serves to emphasize a condition which 
has always prevailed—that either in 
terms of totals or averages, only a 
small fraction of value of plant and 
equipment, of revenues, of sales, of 
consumers, or of employees, has been 
under municipal auspices. The perti- 
nent data are brought together in the 
following paragraph. 


Nn 1922, according to United States 
Census figures, the value of plant 
and equipment of municipal stations 
was only 5.3 per cent of the total 
value of all stations; their gross reve- 
nues from the sale of energy, 8.2 per 
cent; their expenses, 7.8 per cent; 
their dynamo capacity, 6.3 per cent; 
their output, 4.9 per cent; the num- 
ber of their employees, 9.7 per cent; 
and the proportion of customers 
served, 12.9 per cent. 

In addition to controlling practical- 
ly the entire electric light and power 
industry, the average private station 
is much larger than the average mu- 
nicipal station. Considering the total 
of 6,355 establishments operated in 
1922, it appears that the average 
value of plant and equipment was 
$1,120,656 for private stations and 
$91,306 for municipal stations; the 
average total revenues for the year 
were, private stations, $261,443 and 
municipal stations, $33,102. The pri- 
vate companies served on the average 
2,936 customers, while the municipals 
served 637 customers. 

In terms of ratios, the private com- 
panies on the average owned plant 
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and equipment valued at about 12 
times the value of similar municipally 
owned property, received about 8 
times as much revenue, and served 
nearly 5 times as many customers. 

Data published by the National 
Electric Light Association for 1927 
show that on the whole these discrep- 
ancies in favor of large scale private 
operation have increased slightly in 
recent years. Even so, it is surpris- 
ing to learn that in spite of a decline 
in the number of cities and towns 
served by municipals from 2,940 in 
1922 to 2,250 in 1927, and an in- 
crease of cities and towns served by 
private companies from 12,953 in 
1922 to 17,750 in 1927, the percent- 
age of energy supplied to consumers 
by municipals remained constant. 

Apparently, municipal establish- 
ments, although losing out in the ex- 
tremely small hamlets, are attracting 
customers even more rapidly than the 
private companies in the larger towns 
and cities. 

Nevertheless, the fact remains that 
municipal establishments secure a 
very small proportion of the electric 
light and power business of the coun- 
try—even in sales to domestic con- 
sumers, their chief field of opera- 
tion. 


Why? 
VI 


NDOUBTEDLY, many reasons for 
this situation might be dis- 


cussed, but three seem worthy of 
special mention. 

In the first place, the public in this 
country is now and always has been 
skeptical of the merits of public man- 
agement which it believes to be in- 
competent and corrupt. This fact is 
well known and has been effectively 
used by political and industrial lead- 
ers to keep the public from becoming 
too much interested in government 
ownership. Probably, it will take an 
extraordinarily convincing showing 
of the superior merits of municipal 
ownership over private ownership to 
change this attitude, although the ex- 
istence of about 2,500 municipal sta- 
tions in 1922 serving over 1,640,000 
consumers in 2,940 cities and towns 
suggests that these fears apply only 
partially to this utility. 

Aside from the traditional preju- 
dice against government ownership, 
one must cite certain difficulties en- 
countered by municipals, but not by 
private owners, and all apart from 
questions of chicanery or other pub- 
lic immorality. 

The states often restrict municipal 
activities within the confines of the 
city limits and thus keep the munic- 
ipals from making advantageous con- 
tacts with other municipalities or the 
citizens of out-lying areas. No simi- 
lar limitations are ordinarily laid up- 
on the private companies. The mu- 
nicipal systems can not, therefore, 
gain the advantages of interconnec- 
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distributing systems and disposing of their generating 


q “THE people apparently are in favor of retaining thew 


plants. Thus there is developing a mixed system of 
municipal and private ownership which promises to go 
farther before an end is reached.” 
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tion and highly specialized engineer- 
ing and management now accessible 
to private plants, except by becoming 
a part of privately owned intercon- 
nected systems. 

Furthermore, frequent changes of 
public officials and the absence of ade- 
quate salaries tend to keep the quality 
of municipal management somewhat 
below that secured by private capital. 

Finally, many states limit the 
bonded indebtedness of municipalities 
to a certain amount, and this forces 
the city or town to have private utili- 
ties, including the electric light and 
power system, if the city or town is 
already bonded near the limit. 

These are three important reasons 
why it is difficult to manage a mu- 
nicipal plant as well as a private one, 
and, therefore, why it has been diffi- 
cult to secure the establishment of 
municipal systems—even granting the 
public wanted them. 


A THIRD major cause of the failure 

of municipal ownership to make 
greater strides is the ignorance or 
indifference of the small domestic 
users towards the problem of control 
of rates and service, particularly 
rates. Few Americans seem to know 
that municipal ownership in Ontario, 
Canada, has secured for domestic con- 
sumers, that is, household users, un- 
believably low rates without placing 
any burden on the taxpayers (except 
for rural electrification) or the com- 
mercial and industrial power users of 
the province. 

In 1928, the municipalities served 
by the Hydro-Electric Power Com- 
mission of Ontario distributed 86.8 
per cent of the kilowatt hours sold 
for domestic service at an average 
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charge of 1.9 cents or less per kilo- 
watt hour. About 12.1 per cent more 
was sold at an average charge of 2.0 
to 3.9 cents per kilowatt hour and 
only 1.1 per cent was disposed of at 
an average charge of 4.0 cents or 
more per kilowatt hour. The average 
charge for all domestic service was 
about 1.8 cents per kilowatt hour. 

A recent study of electrical rates 
in New York state indicates that the 
average charge in that state by private 
companies for.domestic service. was 
about 5.6 cents per kilowatt hour in 
1926. Since the Ontario Hydro 
Power system pays only a small 
amount in taxes, some allowance 
should be made for this element in 
favor of the private companies. Ex- 
perience has shown that the portion 
of revenues paid in taxes by private 
electric light and power companies in 
the United States averages not more 
than .15 cents per kilowatt hour, an 
amount which, if added to the aver- 
age charge of 1.8 cents in Ontario, 
would not raise the cost to domestic 
consumers above 2.3 cents per kilo- 
watt hour. This still leaves a dis- 
crepancy of over 3 cents per kilowatt 
hour in favor of municipal operation. 

Part of this is due, undoubtedly, to 
the influence of low cost generation 
made possible by Niagara Falls, 
which is responsible for some 85 per 
cent of all power sold by the Hydro- 
Electric Power Commission. But 
this does not explain all, for we find 
that the Buffalo General Electric 
Company, using power generated at 
Niagara Falls, charged domestic con- 
sumers in 1926, on the average, 3.4 
cents per kilowatt hour, or nearly 
double that of the whole Hydro 
Power system including cities far dis- 
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tant from sources of supply (Wind- 
sor) or served by higher cost hydro 
power stations (Collingwood in the 
Georgian Bay System). 

If rates in Buffalo are compared 
with those in Hamilton, Ontario, the 
discrepancy is made a little more real. 
In 1926, according to Professor W. 
E. Mosher of Syracuse University, 
an ordinary domestic consumer using 
36 kilowatt hours per month, with a 
permanently connected load of 1 kilo- 
watt, in a house of six rooms and a 
floor area of 1,400 square feet ex- 
clusive of unused basement and attic, 
paid 95 cents (2.6 cents per kilowatt 
hour) in Hamilton and $1.59 in Buf- 
falo (4.4 cents per kilowatt hour). 
Hamilton is not only a much smaller 
city than Buffalo, but it is about 
twenty miles farther distant from the 
source of power at Niagara Falls. 


| iy is believed by some that the low 

rates to small domestic consumers 
in the Hydro Power system are made 
possible only by placing the rates on 
industrial power somewhat higher 
than necessary. If power rates in 
Western New York are a criterion 
for judgment, it is an undoubted fact 
that users of power in Ontario are 
again the recipients of lower rates ex- 
cept when the amounts consumed are 
very large. 

Again comparing Hamilton and 
Buffalo, the small user of industrial 
power in 1926, consuming 2,000 kilo- 
watt hours per month, with a con- 
nected load of 10 kilowatts, a power 
factor of 85 per cent and with no re- 
strictions as to hours or month of 
usage, paid a rate of $23.19 (1.16 
cents per kilowatt hour) in Hamilton 
and $35 (1.75 cents per kilowatt 
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hour) in Buffalo. If the consumption 
of industrial power is raised to 288,- 
000 kilowatt hours per month, with a 
measured demand of 1,000 kilowatts, 
a power factor of 85 per cent, a vol- 
tage of 4,000, and no restrictions as 
to time of use, the rates favor Buffalo 
slightly. The cost in 1926 for this 
power in Buffalo was $2,379.75 (.83 
cents per kilowatt hour) and in Ham- 
ilton $2,427.64 (.84 cents per kilo- 
watt hour). 

The conclusion is obvious, there- 
fore, that this “league of municipali- 
ties” in Ontario, which must meet 
fully all items of cost, including 
operating expenses, depreciation, in- 
terest, and rentals, as well as retire 
its bonds in a definite period of time 
and create reserves for contingencies 
and obsolescence, and, at the same 
time, can cut domestic charges to an 
average of 1.8 cents per kilowatt hour 
without burdening the taxpayers or 
other classes of consumers, must cause 
the public to wonder at the reasona- 
bleness of domestic light rates in the 
United States. As yet, however, lit- 
tle has been done by citizen groups to 
investigate the situation. 


N°? municipal light and power sys- 
tem in the United States can 


be compared with the Ontario “league 
of municipalities,” either as to extent 
of operations or low rates charged. 
Nevertheless, the municipal systems 
in many cities and towns are able to 
meet all operating and fixed charges 
and retire the bonds against the prop- 
erty at rates which are either no high- 
er or actually less than those charged 
by private companies operating under 
the same conditions in the same area. 

For example, the domestic consum- 












































PUBLIC UTILITIES FORTNIGHTLY 








tems. 





The Advantages to the Ratepayer of 
Interconnected Companies 


¢ ener in municipal ownership (an un- 

doubted fact in many cities and 
towns), will sooner or later be forced to 
accept private ownership, if privately owned 
interconnected systems make possible lower 
rates than small scale isolated municipal sys- 
Furthermore, there is no evidence 
of any recent development of sentiment in 
favor of municipal ownership, and the role 
played by this method of control will proba- 







bly decline in relative, if not absolute, im- 


portance.” 





er may purchase power from the 
Cleveland Municipal Company at a 
rate of 3 cents per kilowatt hour, 
whereas in the neighboring city of 
Columbus, Ohio, which is served by 
the privately owned Columbus Rail- 
way Power & Light Company, the 
charge is 6 cents per kilowatt for the 
first 50 kilowatt hours per month, 5 
cents per kilowatt hour for the next 
75 kilowatt hours per month, 4 cents 
per kilowatt hour for the next 100 
kilowatt hours per month, and 3 cents 
per kilowatt hour for all over 225 
kilowatt hours per month. Both of 
these establishments are in a prosper- 
ous financial condition, yet the mu- 
nicipally served domestic consumer 
enjoys considerably lower rates than 
the privately served domestic con- 
sumer. 


HERE the municipal does not 
lower its rates to consumers 
below the level generally charged by 
private companies in the same terri- 
tory, it has been possible in some 
cases for small cities and towns to 
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meet all operating and fixed charges 
as well as to contribute power free 
for city purposes and to contribute to 
the general fund whereby certain 
services—such as city hospital bene- 
fits, public health nursing, and sewage 
disposal—are rendered to the com- 
munity ‘below cost. Princeton, IlIli- 
nois, a town of a little more than 
4,000 population, between 1900 and 
1914, received enough in revenues to 
meet all taxes, principal, and bond in- 
terest incurred in the construction of 
its electric light and power system, 
and, at the same time, to meet all the 
economic costs of operation. Recent- 
ly this town, through the installation 
of modern Diesel generating equip- 
ment, has been able to lower rates to 
a level slightly less than that proposed 
by the Illinois Power & Light Com- 
pany which wished to purchase the 
Princeton plant. Along with this re- 
duction in rates, the city of Princeton 
has continued to furnish free services 
to its citizens from surpluses of elec- 
tric light and power revenues. 





































| is not safe from these examples 
to offer the generalization that 
municipally owned companies will in 
all cases be able to operate success- 
fully at rates equal to or less than the 
schedules generally applied by pri- 
vately owned companies. The fact, 
however, that such cases of success- 
ful operation may be found should, 
if known, cause domestic consumers 
to ask whether the démestic rate 
structure in this country is not some- 
what higher than necessary or 
whether municipal management may 
not under certain circumstances se- 
cure lower rates—assuming that pri- 
vate management has already fixed its 
rates on a basis consistent with rea- 
sonable earnings. 


VII 


i the data here presented are ac- 
curate and representative and the 
analysis sound, the following conclu- 
sions would appear to be warranted: 

First, that the number of municipal 
establishments increased until 1922 
and decreased after 1922. 

Second, that the number of private 
systems, although more numerous 
than municipal systems, have declined 
in number since 1917 and today are 
actually in the minority. 

Third, that the municipal establish- 
ments are located primarily in small 
cities and towns and hence are small 
scale in character, although some six- 
teen cities of more than 100,000 pop- 
ulation possess municipally owned 
plants. 

Fourth, that the decline in the num- 
ber of municipal establishments after 
1922 occurred among the smaller 
cities and was primarily a phase of 
the consolidation movement which 
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eliminated even more rapidly the 
small privately owned electric light 
and power plants. 

Fifth, that the decline in the num- 
ber of municipal establishments was 
not uniform throughout the United 
States, but was confined largely to 
the southern and middle western por- 
tions of the country where cheap 
hydro and steam generating power, 
together with a high density of iso- 
lated plants, created a favorable sit- 
uation for the development of exten- 
sive interconnected systems. 

Sixth, where such favorable condi- 
tions were lacking, or where the mu- 
nicipal operating unit was large in 
scale, or where there was a disposi- 
tion to retain distributing equipment 
and purchase power from private 
companies, municipal establishments 
tended either to hold their own or 
actually to increase in numbers. 

Seventh, that a marked tendency 
for municipals to distribute purchased 
power in recent years was noted. 

Eighth, that municipal systems, in 
terms of value of plant and equip- 
ment, of gross revenues, of kilowatt 
capacity, of output and of number of 
consumers, have always been of rela- 
tively small importance in the electric 
light and power industry. 

Ninth, that this failure is probably 
due to a variety of causes, chief of 
which are the widespread skepticism 
of the competency and honesty of 
public management, the legal and 
technical difficulties which place mu- 
nicipalities at a disadvantage in com- 
parison with private ownership and 
operation, and the ignorance and in- 
difference of the small domestic users 
toward the problem of public control 
of rates and service. 









































































S° far as the immediate future is 
concerned, it seems highly proba- 
ble that a considerable number of 
municipal establishments will con- 
tinue to disappear and large operat- 
ing units under private ownership 
will be in turn substituted. 

Pride in municipal ownership (an 
undoubted fact in many cities and 
towns), will sooner or later be forced 
to accept private ownership, if pri- 
vately owned interconnected systems 
make possible lower rates than small 
scale isolated municipal systems. 

Furthermore, there is no evidence 
of any recent development of senti- 
ment in favor of municipal owner- 
ship, and the role played by this meth- 
od of control will probably decline in 
relative importance if not in absolute 
importance. 


eae. the writer does 
not believe that the present rate 
of decline in the number of municipal 
establishments will be maintained un- 
til all have disappeared. When con- 
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ditions of generation and transmis- 
sion are not favorable to interconnec- 
tion, municipal establishments will be 
able to compete in rates and service 
with the private companies. Even 
when conditions are favorable to in- 
terconnection, local pride, inertia, a 
desire to frame a financial policy for 
both local utilities and city govern- 
ment as a whole, and a belief that 
state regulation of private companies 
fails to assure low rates to domestic 
consumers, will tend to keep in exist- 
ence a considerable number of small 
municipal electric light and power 
systems. 

Besides, the larger cities, already 
operating electric plants, have the ad- 
vantages of an extensive market as 
well as large, efficient, generating 
units, without the disadvantage of 
heavy transmission costs from bus- 
bar to distribution lines. There 
seems to be no reason, on economic 
grounds, why these plants should not 
continue to operate indefinitely under 
municipal ownership. 





Municipal Plants Are Regulated by State Commissions 
in One Third of the States 


cy: of the forty-eight jurisdictions (including 
the District of Columbia), the state regulatory 
Commissions have authority over the rates of mu- 
nicipal plants in only sixteen states; they lack such 
powers in the remaining thirty-two jurisdictions. 


Of these sixteen states in which the state Com- 
missions exercise regulatory authority over mu- 


nicipal plants, only four lie west of the Mississippi. 














From a painting by Fred Dana Marsh 





Old Man Competition Is Not Dead Yet 


ye HE struggle of rivals for business, 
sometimes spoken of as Old Man 
Competition, is popularly thought to 
have been chased off of the utility field 
by state regulation of public service 
companies. 

We know that if a utility company 
once gets a territory, and behaves itself, 
the Commission will not let another 
company of the same kind in. This, we 
say, gives the established company a 
monopoly. Many of us think that Old 
Man Competition, who takes care that 
charges shall be kept as low as possi- 
ble in other kinds of business, has thus 
been kept at a safe distance, so far as 
utilities are concerned. 

So the feeling is that the Commis- 
sions must keep a sharp eye on public 
utility rates; and that any failure to 
do so would mean extortionate charges. 

The fact, however, is that the Old 
Gentleman is probably laughing in his 
sleeve at this monopoly talk. He must 
still be reckoned with in the utility 
business. He has no intention of get- 
ting out. 


We could scarcely say that street 
railways have a monopoly of the local 
transportation business. Old Man 
Competition can be recognized in every 
community served by an electric rail- 
way. 

Probably more has been said about 
high rates for electricity lately than 
about any other kind of utility service, 
although charges for this service have 
been steadily going down. Now, Old 
Man Competition is very active in the 
electric field. The bulk of the electric 
business is its power service. Here it 
is in direct competition with private 
plants. The building in which our of- 
fices are located is supplied by the own- 
ers’ own electric plant. A public utility 
company could not get that business ex- 
cept on a competitive basis. 

Domestic electric service would be a 
luxury were it not for the power busi- 
ness and the power business could not 
be obtained except on the terms laid 
down by Old Man Competition. 

So it goes. Old Man Competition is 
a hard fellow to down. 



























































Cost versus Value 


Which should be the measure of payments made 

by operating utilities for administrative and 

engineering services performed by a parent or 
affiliated company? 


By LUTHER R. NASH 


E are told by certain students 

W of public service history 

that regulation of public 
utilities by the Commissions charged 
with that duty has “broken down.” 

With only one exception, the his- 
tory of regulation of local public 
utilities by State Commissions has 
been written within the past twenty- 
five years, and the major part of it 
in a much shorter time. Much of 
that time has necessarily been devoted 
to the development of methods and 
policies and the observation of the re- 
sults of their application. 

In the meantime, new and perplex- 
ing problems have arisen, some of 
which still await solution. While we 
may be critical of mistakes or failures, 
it is not yet time to contend fairly 
that the whole plan of regulation has 
been proven unsound or otherwise a 
failure. Still less does it seem logical 
for those who claim that regulation 
has broken down to propose public 
ownership as an alternative. 

If the best talent available for pub- 
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lic office does not make good on the 
job of general supervision, how could 
it be expected to succeed with the far 
more complex problems of manage- 
ment and operation? 


A s a matter of fact, there is abund- 

ant evidence that regulation has 
not broken down and that the prob- 
lem is not one of substitution but, 
rather, of improvement in technique. 

Among the problems which regula- 
tory bodies are studying is that of the 
holding company. 

This term “holding company” is 
here used to refer to not only the con- 
trol of public utilities exercised 
through stock ownership but, more 
particularly, to certain associated or 
affiliated activities, including engi- 
neering, executive supervision, and 
financing. The term “engineering” 
as generally used herein covers super- 
vision of construction or even organi- 
zation of actual construction forces. 


A‘ consolidations and reorganiza- 
tions have occurred with be- 
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wildering frequency and the number 
of independent properties has cor- 
respondingly diminished, there has 
been increasing concern lest in some 
way regulatory control should become 
similarly less effective. The conten- 
tion that regulation does not deal 
with outstanding securities or their 
owners but, rather, with the value of 
the property devoted to public service, 
is sometimes met with the answer that 
over-capitalization of the holding 
companies and demands for return 
thereon may lead to unwise economies 
or curtailment of utility service or 
expansion policies which may be as 
detrimental to the public interest as 
increases in rates. Even if regula- 
tion succeeds in preventing these 
abuses, it is feared that holding com- 
pany income will be augmented and 
cost of operating company service un- 
duly increased by sundry fees exacted 
by the holding company for profes- 
sional services. 

There are differences of opinion as 
to the extent to which such fees are 
subject to regulatory control. It is 
contended, on the one hand, that de- 
cisions of our Supreme Court place 
the burden of proof of fraud or abuse 
of discretion upon the Commission 
which proposes to reject or modify 
fees of this character, and that such 
proof is rarely possible of presenta- 
tion in conclusive form and detail. 
On the other hand, we have decisions 
of Commissions which undertake to 
place the burden of proof of reasona- 
bleness upon the operating company 
that has made the charges on its 
books. In certain cases the Commis- 
sions have gone even further. 

It is with these cases that this arti- 
cle is primarily concerned. 


HE cases in question involve 

charges to utility fixed capital or 
operating expense of fees of a hold- 
ing company or fees of a service or- 
ganization owned by this holding 
company. Certain Commissions have 
held that they would approve such 
charges only to the extent of the 
actual cost of the services to the or- 
ganizations rendering them, such cost 
to be demonstrated to the Commis- 
sion’s satisfaction. The value of the 
services to the operating company or 
the fees customarily charged by inde- 
pendent agencies rendering similar 
services were not recognized as com- 
petent evidence. 


_ the layman, the idea of limit- 
ing the charges for professional 
services to their actual cost is not only 
novel but also has possibilities of far- 
reaching consequences. 

What is “cost?” 

As far as a normal engineering 
office is concerned, the determination 
of current operating costs involves no 
special difficulties to an experienced 
accountant. The typical consulting 
engineer has, however, no physical 
plant except office equipment and 
records. His real fixed capital is his 
engineering training and years of 
professional experience. Their value 
is unquestionable; yet they cannot be 
appraised in dollars and cents. 

While the cost of an engineer’s in- 
tangible assets is not controlling, it 
is worth while to remember the years 
spent in technical education and 
studies preparatory thereto and the 
still longer period often spent over 
the drafting board or in detail work 
on construction jobs before he is pre- 
pared to assume responsible direction 
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of surveys, design, and execution of 
any important projects. 

A study of the financial history of 
engineer graduates of technical 
schools shows that the average period 
after graduation before the wage level 
of a capable student equals that of a 
skilled mechanic is at least six years, 
and that the income of a good sales- 
man lacking similar educational back- 
ground is duplicated only after ten 
years or more of professional work. 
To such periods of deficient income 
should be added the expenditures dur- 
ing years of education. The total 
with interest accumulations yields 
a substantial sum but, as already 
stated, in no sense does it measure 
the assets of a successful engineer. 
Real success also involves the develop- 
ment of a skilled, specialized organi- 
zation, the selection, sifting, and 
training of which may involve sub- 
stantial costs. Failures or mistakes 
in judgment of principals or subordi- 
nates and resultant reflections upon 
professional standing, which must be 
painstakingly overcome, are added 
elements of cost. It would never oc- 
cur to a prospective client to ask for 
any such appraisal of intangible as- 
sets. He is concerned only with the 
engineer’s fees and the results which 
his skill and reputation may be ex- 
pected to produce. 


W™= then, is the logical reaction 
of a successful consulting engi- 
neer to a proposition that he serve a 
public utility at the actual cost to him 
of the service rendered? 

The answer is obvious. If he is 
independent, he will, of course, select 
his clients from those who can pay 
his established fees. It is no concern 


cost basis. 


of his if public utilities accept the 
theory that they are clothed with a 
public interest and must serve the 
public at cost. Such theories have no 
application to his professional and 
competitive field where value is the 
basis of charges. 

But, not all engineers are inde- 
pendent in the sense above used. In 
ignorance of or not anticipating the 
complications here considered, some 
of them have acquired substantial in- 
terests in the stock of utility clients 
which their contacts have shown had 
promising futures. Why should such 
holdings, even if they amount to con- 
trol, affect the fees customarily 
charged for professional service? It 
is not uncommon for executives and 
attorneys connected with public utili- 
ties and also rendering service of a 
professional character to have sub- 
stantial stock holdings therein and 
exert a real influence upon policies and 
activities, but it has not yet been pro- 
posed ‘that they should be paid on a 
If or when this is pro- 
posed, it would be logical to extend 
the cost plan to the whole great body 
of employee stockholders, and an 
economical scale of living would then 
be one of the essentials of employ- 
ment. 


FP  acwger that a consulting engi- 
neer who was also a holder of 
stock of a utility client was willing 
to forego customary profits, how 
could he figure costs? 

The conventional cost analysis adds 
office rent and service, idle time, ad- 
ministrative costs, fixed charges, and 
taxes, to payroll rates to determine 
actual costs of productive time. Profit 
is a further factor in fixing conven- 
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The Extent to Which Professional Fees 


Can Be Regulated 


6< HERE are differences of opinion as to 
the extent to which such professional 
fees are subject to regulatory control. 


“Tt is contended, on the one hand, that de- 
cisions of our Supreme Court place the burden 
of proof of fraud or abuse of discretion upon 
the Commission which proposes to reject or 
modify fees of this character, and that such 


proof is rarely possible of presentation in con- f 


clusive form and detail. 


“On the other hand, we have decisions of 
Commissions which undertake to place the 
burden of proof of reasonableness upon the 
operating company that has made the charges 






















on its books. In certain cases the Commis- 


sions have gone even further.” 








tional billing rates. In the case of 
professional service the most im- 
portant asset of experience and repu- 
tation is not provided for in the usual 
fixed charge item of cost, and con- 
stitutes a distinctive element without 
possibility of mathematical determi- 
nation. 

It is noteworthy that in certain pro- 
ceedings relating to the cost of hydro 
projects under government license it 
has been contended by Federal agents 
that the only permissible engineering 
costs to be included were those repre- 
senting the bare payrolls of engineers 
during the time they were actually 
engaged on the project works, plus 
other proven out-of-pocket costs. It 
has even been proposed that the “plus” 
items be excluded. This is a still 
more drastic contention than that of 
the regulatory Commissions previous- 


733 


ly considered and goes beyond any 
known precedents or conceptions of 
equity. 

From the beginning of civilization 
the engineering profession has been 
an honorable one, attracting men of 
outstanding ability and integrity. 
Their work, monuments to their gen- 
ius, covers not only land and sea but 
is also found above and below both. 
Some of these monuments have per- 
formed useful service for centuries. 
In recent years this profession has 
established a code of ethics for the 
conduct of its members, including a 
detailed schedule of reasonable fees 
for various kinds of service. These 
standards have been generally recog- 
nized by reputable engineers, regard- 
less of the permanence of relations 
with their clients. It is not believed 
that the profession will submit to any 





























































basis of charges that fails equitably 
to recognize its standing and accom- 
plishments, to say nothing of one 
which fails to provide even for cur- 
rent operating costs. To do so would 
be a reflection upon its honorable 
record and its established ethical 
standards. 


| by may still be contended that a 
holding company which furnishes 
professional services to a subsidiary, 
or causes them to be provided by an- 
other subsidiary, is in a unique posi- 
tion, particularly if the clients served 
are all subsidiaries to the exclusion 
of other general practice upon which 
the conventional engineer relies. If 
there is any significant distinction 
here it lies in the fact that a very 
large organization, performing a 
particular type of work, can procure 
the services of highly trained special- 
ists for different parts of the projects 
and that their combined efforts, sup- 
ervised and co-ordinated by experi- 
enced executives, will produce better 
results at lower construction costs 
than could a smaller, less specialized 
group of engineers. Both services and 
fees charged therefor are standard 
and competitive, and there is no dif- 
ficulty in comparing either with those 
of independent agencies. The costs 
of work done by a large organization 
may be less than those of a small one 
but this has not been advanced as a 
reason for lower charges. The divi- 
dends which a holding company 
stockholder receives are no different 
from those paid to other stockholders 
and, so far as they come from operat- 
ing utilities, they are, of course, 
subject to the prescribed regulatory 
supervision. 
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a spite of our failure to establish 
any logical distinction between 
engineering fees of holding companies 
and of independent organizations, we 
may pursue the subject further for 
other developments which would log- 
ically follow any acceptance of the 
cost theory. 

If a public utility, operating at cost, 
is bound to see that all its costs are 
reasonable, and may in turn demand 
cost as the basis of certain services 
rendered to it, why not all services 
and also all materials? 

And, if by some chance this theory 
were accepted, why not apply it to 
employees of consulting engineers and 
to raw materials and labor required 
by manufacturers in making equip- 
ment for utilities? 

If so applied, why not extend it still 
further to servants of employees and 
producers of raw materials? 


iy the fact of financial control were 
really of vital importance, as some 
profess to believe, these further ap- 
plications of the cost theory would 
not be logical, but we have seen that 
there is no lack of adequate means of 
comparing charges made under such 
control with similar ones where con- 
trol is absent. If excessive charges 
are found, and reasonable proof there- 
of is available, they are subject to 
exclusion from utility fixed capital 
or other accounts by regulatory au- 
thority. If adequate regulation is 
lacking in certain states, it is by 
choice of their citizens who may ap- 
ply standardized remedies if or when 
the need is apparent. We are, there- 
fore, forced to the conclusion that 
competition is effective here as in 
general trade and industry to stabilize 
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established legal principles and con- 
stitutional rights. We may safely as- 
sume that it will adopt the latter al- 
ternative with expectation of a suc- 
cessful outcome. There is another 
purpose in this procedure. This pro- 
fession has been sufficiently prosper- 
ous to have funds available for invest- 
ment. Utility investments are among 
the most attractive in the market. 
The rights of engineers to make such 
preferred investments will not be re- 
linquished, because of professional 
relations, without equally definite pro- 
test. 


Seon second class of professional 
services under consideration in- 
volves some added complications. It 
deals with management service or 
executive supervision of operations 
and broad financing and administra- 
tive policies. The number of organi- 
zations which offer such services to 
public utilities is limited. Some of 
them undertake to serve only proper- 
ties in which they have some financial 
interest, usually amounting to con- 
trol through stock ownership. If all 
executive supervision of public utili- 


735 




































ties were of this character, close 
scrutiny of the charges therefor would 
be appropriate. 

But such is not the case. 

It is not difficult to find instances 
of such supervision with only nomi- 
nal stock holding or none at all. The 
continuance of such service depends 
upon its accomplishments, as in the 
case of ordinary personal service. 
The records include cases in which 
such service has been drafted, against 
the best judgment of the service or- 
ganization, because of some previous 
contacts. 

It may be that such cases are ex- 
ceptional and that, ordinarily, finan- 
cial control or interest is a factor in 
arranging or maintaining service con- 
tracts. In such cases a yardstick for 
measuring the charges is needed. 
Should this yardstick be cost to the 
seller or value to the buyer? There 
are no recorded, adjudicated cases in 
which the former basis has been ap- 
plied and sustained. There are many 
cases of acceptance of the latter, 
some of them approved by our su- 
preme court. Value or saving as 
compared with the cost of a substi- 
tute service is set forth in detail in 
the record of many cases covering all 
classes of utility service. 


THER yardsticks are also availa- 

ble, among them the charges of 
independent agencies for similar serv- 
ice. Furthermore, executive super- 
vision is not limited to the public 
utility field. Other commercial and 
industrial enterprises are making in- 
creasing use of the plan in one form 
or another. The author recalls one 
interesting case in which centralized 
supervision of a large group of bak- 


PUBLIC UTILITIES FORTNIGHTLY 


736 





eries was patterned closely on public 
utility practice with very satisfactory 
administrative, technical, and financial 
results. Moreover, there are count- 
less cases of the employment of in- 
dividuals to rehabilitate and manage 
unsuccessful projects at salaries well 
known to have no relation to the cost 
of the service rendered. 

Clearly, value is the universally ac- 
cepted basis of such service and the 
yardsticks, above referred to, should 
be suitable for measuring or checking 
that value in specific, unusual cases. 
One looks in vain over the wide range 
of public utility expenditures, either 
operating or capital, for exceptions to 
this rule. It pays prevailing prices 
for generators, wire, and other ma- 
terials, some of which are patented 
and of exclusive manufacture; also 
for personal services of all kinds, 
from firemen to executives. Its at- 
torneys’ fees are certainly not based 
on current costs of running legal of- 
fices but on the training, skill, and 
successful experience of the men em- 
ployed. If these fees were criticized, 
successful attorneys would promptly 
transfer their attention to satisfied 
clients, and the less costly substituted 
legal advice would probably prove 
more expensive in the end. 


ee fees, which are also 
criticized, are controlled by keen 
competition in the money markets, 
and there is no opportunity to im- 
pose excessive charges without detec- 
tion. It has been alleged that capital 
inflation in connection with consoli- 
dations or mergers offers undue op- 
portunities for profits to the promot- 
ers. No such inflation can change 
the value of the physical property 





















upon which capital is directly or in- 
directly based, or the income derived 
from its operation. In connection 
with some such transactions, however, 
it may appear that unusual fees have 
been disbursed in the form of stock 
rather than money. This is a form 
of contingent fee such as is some- 
times encountered in other profes- 
sions. The ability to see the possi- 
bilities of economy and expanded 
service in large, co-ordinated projects, 
and the aggressiveness to work them 
out, rightfully command a liberal re- 
ward. 

If public utilities cannot offer such 
reward,,other industries can and will. 


des all these available means of 
checking the reasonableness of 
charges for services of holding com- 
panies or their affiliated organizations 
there appears to be little excuse for 
the use of a new untried, illogical, and 
depressing substitute. The word “de- 
pressing’ is here used in the sense 
of depriving the industry of its basic 
stimulus. Public utilities, particular- 
ly electric power companies, have had 
a sustained and unparalleled growth 
because the field has attracted men of 
outstanding ability to whom belongs 
the credit for exceptional technical, 
financial, and business achievements. 
Whether such men are connected with 
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operating or holding companies, or 
independent organizations, they are 
no different from other men in their 
desire to be fully compensated for 
their services and to accumulate a 
proportional estate. It is difficult, 
often impossible, for the average man 
to appraise the value of exceptional 
executive or professional capacity. 
The only effective appraisal of such 
capacity is in the fields where it is 
needed, and there it has a tangible 
market value. A man whose accom- 
plishments are outstanding is known 
and sought after in the business 
world, and his compensation is fixed 
by competitive bidding. If his activi- 
ties are professional, like those of a 
surgeon, lawyer, or other consultant, 
his services may be in such demand 
that he can raise his fees and, also, 
if he desires, curtail the volume or 
scope of his services. 


HE public utility industry has 

paid large sums in salaries, fees, 
or other compensation to its leaders 
who have conceived and carried on its 
developments. As measured by re- 
sults the cost has been small as com- 
pared with costs and results in other 
fields where criticism has been absent. 
The opinion has been expressed that 
much of the recent criticism of pub- 
lic utility supervision is due to failure 
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operate to deprive public utilities, through nig- 


q i is unthinkable that either laws or regulation will 


gardly compensation, of the services of the engineer- 
ing profession, of which it has greater need than any 


other mdustry. 


It is the height of folly to 


assume that any man or group of men will continue to 
work in the public utility field or any other where their 
services are neither appreciated nor compensated.” 
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adequately to appraise its integrity 
and accomplishments. 

Dr. Albert Shaw, whose many 
years of observation of economic and 
political conditions and impartial 
opinions thereon are well known, em- 
bodied the following statements in a 
recent editorial : 


“The American public, at times in the 

past, may have derived some actual benefit 
from government regulation of corporate 
activities. It would be hard to balance 
losses and gains, up to date, from political 
restraint upon private enterprise. ; 
It happens just now that our corporate 
managers are, as a rule, on a higher plane 
both of intelligence and of ethical conduct 
than are our political managers. The gen- 
eral public needs more protection from bad 
politicians and ignorant lawmakers than 
from the men in control of railroads, 
power companies, and large industries in 
general. . . . The electrical services, 
like the oil companies, the steel companies, 
the railroad companies, and many others, 
are simply obliged, as the first law of 
preservation, to do the best they can for 
the public. The more they are annoyed, 
bully-ragged, and pecked at, by legisla- 
tures and by control-seeking commissioners, 
the less liberty they have to do their best 
for themselves and all their patrons and 
customers. This is not to com- 
plain of what we may call the judicial 
function of boards and commissions. We 
are only criticizing the assumption of med- 
dlesome kinds of interference under po- 
litical pressure.” 


I’ is the height of folly to assume 
that any man or group of men will 
long continue to work in the public 
utility field or any other where their 
services are neither appreciated nor 
compensated. They may linger tem- 
porarily because of loyalty or inertia, 
but other opportunities will eventually 
claim them. If legal effort or unin- 
formed public opinion should be suc- 
cessful in forcing a reduction in re- 
wards for service to public utilities, 
the abandonment of that field by those 
who have made it one of our largest 
and most progressive industries: will 
be proportional to the extent of that 
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reduction. If any responsible tribu- 
nal demands such service at cost, the 
inevitable result will be no service at 
all. 


W: have been passing through a 
serious business depression. As 


soon as its proportions became appar- 
ent the President undertook the 
mobilization of resources to minimize 
its effect. From the beginning public 
utilities have played an outstanding 
part in this program. Because of the 
very concentration of control which 
has caused so much unfavorable com- 
ment, the utilities were able to under- 
take construction, in the face of in- 
dustrial depression, in excess of that 
in the preceding year of unprecedent- 
ed activity. 

Mr. Julius H. Barnes, chairman of 
the President’s industrial stabiliza- 
tion committee and of the board of 
directors of the Chamber of Com- 
merce of the United States, made the 
following significant statement at the 
recent annual meeting of the Cham- 


ber: 


“It is, for example, difficult to over- 
estimate the contribution to restored busi- 
ness stability which has been made in these 
recent months by railways and public utili- 
ties through construction programs which 
could not have been financed against the 
public attitude of repression which existed 
not so many years ago.” 

No greater calamity could befall 
public utilities and, through them, in- 
dustrial and social progress, than to 
deprive them of capable and far- 
sighted leadership. Such a calamity 
would surely follow to the extent 
that the cost program under discus- 
sion became effective. As far as hold- 
ing companies are concerned there is 
little doubt that their charges to 
operating subsidiaries for services 




















should be open to constituted authori- 
ties whenever desired and that they 
should be consistent with the value of 
the services as measured by accepted 
standards. 


Bigs summarize the holding com- 
pany situation as it relates to 
public utilities, it appears that the only 
normal sources of income are divi- 
dends and fees for engineering, man- 
agement, and financing. It has been 
shown that competitive conditions and 
restrictions apply to all these sources. 
Aside from uniformity of dividends 
to all stockholders of a class, it is 
noteworthy that holding companies 
usually own only the final equities and 
can share only in the income remain- 
ing after distribution to holders of all 
senior securities. The same possibili- 
ties of large return, of course, exist 
here as in the case of such holdings 
in any enterprise, but no more. Engi- 
neering services are clearly competi- 
tive and the corresponding fees can 
readily be checked for reasonableness. 
A study will show a much narrower 
range of engineering fees in relation 
to skill than in other professions. 
Executive supervision is less com- 
petitive but there are sufficient data 
obtainable for suitable checks upon its 
charges. The consistency of fees 
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charged for marketing securities 
needs no further demonstration be- 
cause of the very large number of 
dealers who habitually participate in 
such transactions. 


HE above outline covers the 

ground of the current criticism 
of holding company income and its 
sources. Apparently, there has been 
exaggeration of existing conditions 
and undue alarm over future possi- 
bilities. Secretary of the Interior 
Wilbur, in a recent statement before 
the House Committee on Interstate 
and Foreign Commerce, characterized 
the criticism of large utility organi- 
zations, particularly of their absorp- 
tion of water power resources, as 
“wild and not in accordance with the 
facts.” 

It is doubtless true that public util- 
ity history contains cases of excessive 
charges and profits based on greed 
rather than value, but charges of a 
similar nature may be made against 
any progressive industry. If, or to 
the extent that, such conditions can 
be avoided in the future without mak- 
ing the cure worse than the disease, 
it will be a progressive step, but the 
public interest will not be promoted by 
any such steps as those discussed in 
this article. 





Who Shall Pay for “Free” Car Rides 
for School Children? 


A= is being made in Washington, D. C., for free street car 
rides for school children. This is a step beyond free text 


books. 


Another step would be free coats and free shoes. 


Free 


clothing and shelter for needy parents would be still another step. 


But none of these things can 


be free. Somebody has to pay for 


them. If it is necessary to furnish free rides to school children, the 


cost should be imposed on the city 


at large; not only on street car 


riders. To be compelled to furnish such a service would be like 
asking street car riders alone to contribute to a community chest 


for the relief of the needy. 
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The Power of Public Opinion 


II1I—The Effect on the Railroads 


This is the third of a series of articles by Roger W. Babson on the 


public relations activities of the utilities. 


The first article treated 


of the electric light and power corporations; the second of the 
gas utilities. 


By ROGER W. BABSON 


T is a far cry from the “public- 

be-damned” policy of certain 

railroad executives of a previ- 

ous generation to the present-day re- 

lationships between the management 

of our great railroads and the public 
which they serve. 

In those early days our railroads 
were too often made the football of 
unscrupulous gamblers, although 
there were at that time some leaders 
of the highest integrity in the trans- 
portation industry. But today our 
railroads stand out as among the fore- 
most examples of scientific manage- 
ment, harmonious labor relationships, 
and satisfactory service to the public. 
In fact, the increasing efficiency of 
the Nation’s railroads during the 
decade since the war has been one of 
the principal factors in maintaining 
our continued prosperity during that 
period. 

As moves the freight car, so moves 
commerce, and as moves commerce so 
are the welfare and happiness of all 


of us increased or lessened as the 
case may be. American business has 
come to depend increasingly upon the 
swift and economical transportation 
of goods and from this dependence 
there has grown our present “hand- 
to-mouth” method of purchasing com- 
modities. If there be any break in 
this web of railroad transportation, 
it would plunge the country into far 
greater economic distress today than 
would have been possible at any previ- 
ous period. 


| goad Hoover has said that 
“the greatest industrial accom- 
plishment since the war has been the 
reorganization of American ail- 
roads.” 

There has not been a shortage of 
freight cars since 1923 despite the 
fact that freight business has been 
larger than at any prior period. Not 
only has the freight service been ade- 
quate, but it has increased in speed 
and reliability. 
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An outstanding improvement in 
tailroad service is contained in the 
fact that there has been a steady an- 
nual decrease during the last few 
years in the number of accidents on 
railroads. While this trend toward 
safety has been due in part to phys- 
ical improvements on the roads, yet 
it is fundamentally due to the nation- 
wide “safety first” campaign which 
has been carried on for a number of 
years. There is no question but that 
the large number of accidents of ear- 
lier years may be primarily attributed 
to carelessness on the part of em- 
ployees and in a measure on the part 
of the traveling public. Today rail- 
road employees are among the most 
alert group of workers in any indus- 
try in the country in their efforts to 
safeguard their business from danger, 
and equally the public has become in- 
creasingly conscious of its responsi- 
bility in co-operating to prevent acci- 
dents. — 


HILE (as I have stated before 
in this series of articles), any 
business which is linked directly up 
with the public interest should have 
some form of public regulation, yet 
the very best argument for private 
ownership may be found in a study of 
the operation of the railroads since 
they were returned to private owner- 
ship after the war as compared with 
their operation during the war period. 
In the last annual report which 
President Hoover made as Secretary 
of Commerce, he forcibly drove home 
this point when he said: 


“It is an interesting commentary 
upon government operation that pri- 
vate enterprise has been able to oper- 
ate the railways with far fewer em- 
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ployees and at the same time load 
almost 15 per cent more cars than 
the government administration. In 
1920, the last year of government 
operation, the total number of em- 
ployees rose to 1,999,000 as compared 
with 1,783,000 in 1925.” 


Sa has, of course, 
played its part in stimulating 
better employee and public relation- 
ships among the railroads. Motor 
bus and more lately airplane trans- 
portation have served as a stimulus 
to the railroads to go after passen- 
ger business more briskly than ever. 
I have noted a distinct improvement, 
for example, in the service between 
Boston and New York during the 
past year. Not only are the same 
trains run on faster schedules, but 
more trains are added to accommo- 
date the convenience of the traveling 
public and particularly of the busi- 
ness man. This is all as it should be 
and the railroads are reaping the 
logical benefits from their enterprise. 


O NE of the best channels through 
which the railroads’ public re- 
lationships are served is contained in 
the activities of the United States 
Railroad Mediation Board appointed 
under the provisions of the Watson- 
Parker law. 

It is the function of this Board to 
serve as a mediating influence in all 
disputes and questions involving labor 
relationships which arise between the 
management of the various roads and 
the Brotherhoods. This Board has 
now been in existence more than three 
years and in that time there have 
been no railroad strikes, which in it- 
self is the best assurance the public 
can have of not only the Board’s 
efficacy but also of the growing har- 
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The Effect of Motor Bus and Airplane 
Competition on the Railroads 







bs Pages arc has, of course, played its part in 
stimulating better employee and public relation- 


ships among the railroads. 


Motor bus and more lately 


airplane transportation have served as a stimulus to 
the railroads to go after passenger busimess more 


briskly than ever. 


This is all as it should be 


and the railroads are reaping the logical benefits from 


their enterprise.” 





mony between the railroads and their 
employees. 

I have always believed that, in the 
final analysis, labor controversies 
must be solved by the direct parties 
to them. I have pointed out to cli- 
ents for years the principle that when 
men get together and put their feet 
under the same table, they have trav- 
eled the best part of the road to mu- 
tual understanding. Decisions forced 
upon either employer or employee by 
external tribunals will never be of the 
same fundamental value as mutual 
agreements voluntarily arrived at. 
Questions affecting economic relation- 
ships in industry can never be placed 
on the same footing or judged in the 
same manner as ordinary legal con- 
troversies. Consequently, while I pay 
tribute to the service which the Unit- 
ed States Mediation is rendering, yet 
I believe that its success is primarily 
due to the marvelous spirit of co- 
operation now existing between the 
railroad managements, the workers, 
and the public. 


A CONNECTING link in this develop- 

ing policy of labor peace among 
the railroads is the remarkable suc- 
cess which has met the so-called “B. 
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& O. Plan” by which systematic co- 
operation between management and 
labor has been made possible. 

This plan started several years ago 
in an experimental way in the Glen- 
wood shops of the Baltimore & Ohio 
Railroad. After being in operation a 
year, it received the endorsement of 
the American Federation of Labor 
and 22,000 shopmen were brought 
within the operation of the plan. The 
Canadian National Railways, acting 
jointly with the unions, also estab- 
lished the plan throughout its system 
with a result that today more than 
50,000 railroad shopmen are co- 
operating, through their unions, with 
railroad managements to improve 
service and eliminate waste. 


HIS program has as one of its 

constituent factors the cémpen- 
sation to labor of increased rewards 
commensurate with increased efficien- 
cy and production. This proposition 
is consistent with the new wage 
policy of the American Federation 
of Labor. It is proving a difficult 
problem to find some measuring stick 
by which the gains secured by co- 
operation between management and 
labor may be specifically identified 

















and fairly divided. Joint committees, 
however, assisted by technical ex- 
perts, are now engaged in formulat- 
ing a method for determining these 
gains. The chief asset in working 
out a successful solution of this phase 
of the problem lies in the generous 
spirit of understanding and co-opera- 
tion which exists between the unions 
and the railroad managements. 


D URING the years in which the “B. 

and O. Plan” has been in opera- 
tion its objectives have resolved them- 
selves from an originally somewhat 
general program to a very specific 
array of propositions. The chief 
points in this program today are as 
follows : 


Stabilizing employment. 

Increasing output. 

Improving quality of workman- 
ship. 

Better working conditions includ- 
ing sanitation, lighting, and safety. 

Conservation of material. 

Reduction in the number of griev- 
ances. 

Increase in the sense of responsi- 
bility by employees for the success of 
the railroad. 

Increase in the sense of responsi- 
bility by the managements for the 
welfare of the workers. 

Improved methods of employee 
training. 

Financial participation by workers 
in gains due to increased efficiency. 


_—_ gains have been made 
toward all of these objectives. 
It is interesting to observe that in the 
negotiations, generalities and merely 
sentimental exchanges of good feel- 
ing are absent. The proceedings and 
accomplishments are on a strictly 
brass tack basis of practicability. 
For example: 
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Grievances have been more than 
cut in half. More than 20,000 sug- 
gestions looking toward either in- 
creased efficiency on the part of the 
workers or welfare plans affecting 
them have been initiated by both men 
and management and considered by 
the joint co-operative conferences. 
Of these more than 16,000 are now 
in effect. 

With the Parker-Watson law on 
the one hand and the growth of trade 
union co-operation in railroad man- 
agement on the other, some believe 
that strikes may be a thing of the past 
in the railroad industry. In any case, 
labor troubles on the railroads have 
been reduced in potentiality to the 
lowest point in the history of this in- 
dustry, although this doubtless has 
largely been brought about because so 
many employees are advanced in age. 
They both know that it would be im- 
possible for them to get employment 
elsewhere. Moreover, they have lost 
their pep and fight which they had 
when younger. Industrial troubles 
are the greatest single waste in our 
production machinery today. The 
cost of strikes is an enormous burden 
and one which is shared equally by 
stockholders, management, workers, 
and the public. 

The railroads today may be lead- 
ing the way among our key industries 
in eliminating this greatest of eco- 
nomic wastes. 


HAVE described the “B. & O. Plan” 

at this length because I believe it 

has had an intangible but very genu- 
ine effect in increasing the service 
which railroad workers render to the 
traveling public. In other words, one 
of the most direct benefits from for- 
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ward-looking, peaceful relationships 
between management and worker in a 
public utility such as a railroad is 
contained in the fact that the em- 
ployees come into direct contact with 
the public in many instances. If all is 
serene and well within the family, 
then it is certain that every impetus 
will be given toward increasingly fav- 
orable relationships with the public 
outside the family. 

I believe that the public should be 
constantly kept informed of the com- 
munity service which the railroads are 
rendering night and day. It should 
be realized that public utility service 
is worth much more than it costs to 
the great majority of customers. Few 
of us stop to think of the dependa- 
bility and convenience which charac- 
terizes our rail service. I know that 
a certain train will leave Boston for 
New York at a certain hour, regard- 
less of whether there are enough pas- 
sengers on board to make the trip 
profitable, or not. I can depend on 
this fact and my fare is fixed by gov- 
ernment regulation and not by any 
fluctuating market of supply and de- 
mand. Railroads are taking vigorous 
steps these days to make their serv- 
ice more attractive through the same 
sort of merchandising methods which 
are common in other businesses, but 
which have not previously been used 
by railroads. This is necessary in 


order to meet the competition fur- 
nished by other newer methods of 
transportation. 


I BELIEVE that the railroads have the 

confidence of the general public 
today to a degree that was never 
known before. I further believe that 
the railroads have a tremendous fu- 
ture ahead of them and that they will 
co-ordinate their efforts with other 
and newer methods of transportation 
as they come into existence during 
the years ahead. 

A continuation and further devel- 
opment of the mutual understanding 
and sympathetic co-operation between 
the management and the workers, 
and the workers and the public, is, 
however, necessary. On the other 
hand, let us remember that “pride 
goeth before destruction” and that 
the law of action and reaction is still 
in operation. Although labor condi- 
tions are gradually getting better, yet 


the world will always be faced with 


struggles between those who have and 
those who have not. Any other con- 
dition would not be healthy. 

Therefore, I do not believe that 
even the railroads are free from labor 
troubles; but that we will some day 
again have a wave of labor disturb- 
ances. Hence, both relations with the 
employees and the public must still be 
most carefully watched. 





“No Parking” 


—By Orper or Jutius CAESAR 
© Julius Caesar is now credited the first “no park- 


ing” rule. He issued an edict forbidding v 


icles 


to enter Rome during business hours because he saw 
that parking of chariots and other vehicles of that era 
tended to injure business in Rome. Similar regulations 
were put into effect in other large Roman cities. 
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Reminders of 
Coming Events 


AL MAN ACR ond Annivoreates 
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Mechanical propulsion of street cars was first attempted in Connecticut by HENRY 
BUSHNELL, who used a compressed air motor, 1878. 
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F 


The Railroad Commission of Florida was abolished thirty-nine years ago today, 1891; 
but it was re-created May 8, 1897. 
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S¢ 


The first telephone exchange in Iowa was opened at Dubuque, 1879; the first exchange 
in Oklahoma was opened at Oklahoma City, 1893. 
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is 9) 


BENJAMIN FRANKLIN made his first successful experiment in “drawing lightning 
from the clouds,” thus paving the way for the electric light and power industry, 1752. 





16 


WLeaders ef the electric light and power utility companies will meet in San Francisco 
today at the opening of the annual N. E. L. A. Convention, 1930. 





17 


JOHN STEVENS, American engineer, prophesied that a network of steam-carriage 
roads would some day unite this country “in bonds of indissoluble union,” 1812. 





18 


The New York Central Lines announced its first successful tests of directing its rail- 
road trains by radio signals, in its freight yards, 1926. 





19 


Citizens of Philadelphia blocked the introduction of street gas lighting on the € 
ground that it would incline people to remain outdoors and catch colds, 1830. 





20 


The Savannah, the pioneer steam-propelled vessel to cross the Atlantic, was greeted 
upon her arrival in Liverpool, England, 1819. 





21 


A Grand Jury in a city in New York state voted rail highways a “public nuisance” 
and ordered them removed from the city limits circa, 1826. 





Enraged tavern keepers, teamsters, turnpike men, and their friends in northern New 
York tore up the tracks of railroads that diverted business from their doors, 1846. 





{Captains of the street railway industry will foregather today at the opening of the 
A. E. R. A. Convention in San Francisco, 1930. 





24 


An Act was approved by the U. S. Government, requiring radio equipment to be in- 
stalled on certain passenger company vessels, and competent operators, 1910, 











ALEXANDER G. BELL demonstrated before the judges at the Centennial Exposi- 
tion at Philadelphia his device “for transmitting speech over a wire,” 1876. 











“God hath made man upright; but they have 
sought out many inventions.” 
—ECCLESIASTES VII; 29. 
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What Makes Magnates? 


HAT ts the motive that impels a utility executive 
to keep on working to extend the size and serv- 


(7 





ice of his company, to increase its efficiency? Is it 


merely a lust for gain? 


Or is it—? But read 


Mr. Crowell’s answer for yourself. 


By CHESTER T. CROWELL 


ECENTLY I have had occasion 
R to examine a large number of 
the technical reports of special 
committees of the National Electric 
Light Association. These reports 
deal with all sorts of problems from 
the design and efficiency of fireboxes 
to the lubrication of left-handed 
monkey wrenches. That they are 
now having, and for many years have 
had, a profound effect upon the stead- 
ily increasing efficiency of public utili- 
ties plants and equipment is a fact 
that need not be repeated. 

What interests me is the reason for 
the effectiveness of these special re- 
ports in stimulating improvement. 

To my mind they bear upon an in- 
tensely interesting abstract question. 
That question is: 

Why do men work after their pri- 
mary needs are satisfied? 

When we are fed and clothed and 
have a margin of two weeks between 
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us and the wolf, why don’t we spend 
the two weeks fishing? 

The answer to these questions is of 
fundamental importance. If we can 
be sure Of the reason why we go on 
working when we do not feel the 
sharp prod of immediate necessity we 
arm ourselves with the means for 
stimulating mankind to greater effort. 


HAVE long been convinced that the 

desire to excel and the great joy 
that comes of the full use of our 
powers, whatever they may be, are 
the real motives behind constructive 
work. I repudiate the age-old theory 
that the hope of gain is the dominant 
motive. In a civilization that has 
progressed as far as ours, especially 
along material lines, the danger of 
starvation is extremely slight. The 
hope of gain, it seems to me, is close- 
ly related as a motive to the fear of 
starvation. These reports of the 




















special committees of the National 
Electric Light Association are out- 
standing examples of a form of stim- 
ulation toward greater efficiency and 
better work that is destined to be a 
more and more important factor in 
the industrial life of this country. 


“| a our industrial activities rest 
upon applied science far more 
than upon the possession of raw ma- 
terials. The electrical public. utilities 
are for the most part monopolies, each 
in its local field. They compete not 
against each other but against other 
industries. 

For example: 

A man may buy his electric light 
from only one company in one com- 
munity, but if he intends to use a few 
hundreds or thousands of globes for 
advertising purposes in a sign, the 
whole advertising world is ready to 
offer other facilities besides electric 
light. If he wishes to cook with elec- 
tricity he will probably find only one 
company from which to buy it. But 
he doesn’t have to cook with elec- 
tricity. There are numerous other 
fuels available. 

That is the sort of competition 
toward which we tend nowadays and 
it behooves every industry to raise its 
standards of efficiency by the ex- 
change of technical information. 


Hove aside from the stimula- 
tion of this new and interesting 
form of competition, I come back to 
the proposition that a group of men 
operating an electrical central power 
station will be far happier in their 
work if they know that theirs is one 
of the best power stations in the coun- 
try. And regardless of the dividends 
their company earns they will be less 
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happy in the enjoyment of them if the 
special reports of the National Elec- 
tric Light Association assail them 
with the accusation that theirs is a 
poorly equipped or poorly managed 
or badly co-ordinated plant. 

Happily we have a boyish pride in 
these things. They stir our childish 
vanity. I use the adjective childish 
not as a synonym for silly but as a 
synonym for inherent and wholesome. 
We should be vain about the things 
we can do. When a little boy runs 
he would like to run very fast; if 
possible, faster than any other little 
boy he knows. If he owns and oper- 
ates a steam turbine and an electric 
generator he should eagerly desire to 
produce and sell a kilowatt hour of 
energy profitably for less money than 
any other group of men on earth 
similarly engaged. And what is far 
more to the point, I think that this is 
the motive that now inspires progress 
in the electrical field. Otherwise I do 
not see how or why the special re- 
ports of committees of technical men 
would prove as effective as they un- 
questionably are. 


= will have seen by this time 
why I consider that the abstract 
problem, “Why do men work?” has 
a tremendous fundamental impor- 
tance. In the development of the fu- 
ture, if it continues along the lines at 
present followed, we are going to 
have less and less competition be- 
tween makers and merchandisers of 
the same articles. 

For example, the question before 
me as a purchaser will not be whether 
I am going to buy cedar shingles from 
Smith or Jones. Both Smith and 
Jones will have almost precisely the 
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same kind of shingles and if their in- 
dustry is properly organized they will 
both have about the best cedar shin- 
gles that can be produced. Moreover 
their prices will be just about the 
same. Therefore, the question before 
me as a purchaser will be whether I 
am going to use cedar shingles, asbes- 
tos shingles, metal or slate, or one of 
the numerous compositions now on 
the market. Followed to its logical 
conclusion this means that whole in- 
dustries will rise and fall together. 
Instead of being greatly concerned as 
to whether I shall buy bricks from 
’ Smith or Jones, I shall be seeking ad- 
vice of experts as to whether I should 
buy bricks at all. If a sufficient num- 
ber of men determine against bricks 
then bricks will cease to be made. 


) &y seems to me that the entire elec- 


trical industry may justly feel 
very proud of the fact that it has 
blazed a trail in co-operative effort 
through these special reports of the 
National Electric Light Association. 
At the time that work was under- 
taken scarcely anything of the sort 
was being well done by any other 
organized industry. As a matter of 
fact very few industries were organ- 
ized well enough for any sort of con- 
structive effort. If they organized at 
all it was usually against some threat 
of danger and the moment that the 
threat receded the organization tend- 
ed to disintegrate. 


I 


F I were starting out today as a 
young man just out of school I 


should carefully take stock of the 
esprit de corps of the industry with 
which I allied myself no less than the 
personalities and merits of the in- 
dividual firm. I should seek an in- 
dustry that was alive and growing 
and eager. I should look for the 
spirit of youth. If I found that an 
industry had special technical com- 
mittees at work advancing the art and 
science upon which it depended I 
should consider it animated by the 
proper motives. If it did not show 
evidences of this co-operative desire 
to set new goals and climb toward 
them, I should consider it either 
moribund or not yet far enough 
emerged from its barbarous stage. 


) by its infancy the electrical industry 
was selling its product at 20 to 25 

cents a kilowatt hour. Today the 
average price for whole districts is 
between 2 and 3 cents a kilowatt hour 
and, for certain customers who use 
enormous quantities, I know of prof- 
itable contracts in which the price 
named is approximately one cent per 
kilowatt hour. This achievement is 
largely due to pressure from within. 

Pride of achievement has counted 
for at least 70 per cent of this; I 
should award not more than 30 per 
cent to eagerness for profit. 

Here is a page from the record of 
American business that we can ex- 
hibit with pride in comparison with 
the recorded achievement of the great 
men of The Past and nail to the mast- 
head as our banner while we sail our 
ship forward into The Future. 





WANTED— Uniform 


Aircraft Regulation 


A call to the states to co-operate with the Federal Government in establishing con- 
trol over this new public utility, by Hon. Clarence M. Youn, Assistant Secretary 
of Commerce for Aeronautics—in the next issue of Pustic Utiities FortNicHT Ly. 
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Why Ratepayers Complain 
to the Commissions 


The Accounting Department as a Source of Trouble 


A customer’s attitude toward a utility company is largely determined 


by his understanding of the rates charged to 


him. It is a part of the 


company’s job not only to charge fair rates, but to explain the charges 
to the man who pays the bill. 


By C. W. McCDONNELL 
PRESIDENT, BOARD OF RAILROAD COMMISSIONERS, NORTH DAKOTA 


HERE is increasing evidence that 
public utility officials are realiz- 
ing that the maintenance of 
good public relations constitutes one 
of the most valuable, if not, indeed, 
the most valuable, single asset of a 
utility corporation. This even is 
more true in the case of gas com- 
panies and electric companies than of 
the railroad or the telephone com- 
panies because there is obviously 
greater possibilities of increased reve- 
nues through good public relations on 
the part of the gas and electric com- 
panies than of the other utility enter- 
prises. 

Why is it that some utilities stand 
in high favor in their communities 
while others are under a constant 
pressure of criticism? Why does the 
Man on the Street in one town point 
with pride to the local electric power 
company, to the gas company, or to 
the street railway company—while in 
the neighboring town he is in con- 
stant conflict with the local utilities? 

The answers, of course, vary great- 
ly. In some cases, the local utility 
companies have become unwitting vic- 


749 


tims of politics; in some cases, they 
suffer from other circumstances not 
of their own choosing. But in many 
instances, the utilities have it within 
their own means to establish and 
maintain friendly relations with their 
customers, as has been repeatedly and 
conspicuously illustrated. And it is 
with preventable troubles that this 
article deals. 


NE of the chief causes of trouble 

between a utility and the cus- 
tomer lies in the failure of the com- 
pany to explain the reasons for such 
of its actions that cause misunder- 
standings. 

The customer demands a fair deal. 
The utility must do more than merely 
give it to him; it must let the custom- 
er know that he is getting it. It is 
a part of the service of a utility com- 
pany to let him know it. If it does 
not, the company is falling down on 
its public relations job. 

The Man on the Street is fair 
minded. He is willing to pay the 
prescribed rate for utility service. 
His attitude toward the company is 
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determined largely by his understand- 
ing of the utility rates, rules, and 
practices. When he is charged with 
a rate that he does not comprehend, 
and which he consequently regards as 
unfair, he becomes critical. 

At this point the public relations 
man steps in. At least, he should 
step in. 


KF purposes of illustration, let us 
consider the activities of the ac- 
counting department—where so many 
complaints from customers originate. 

Probably the majority of consum- 
ers do not understand that meter read- 
ing is continuous, but believe that it 
starts at zero each month. 

For example, take the case of the 
customer whose average consumption 
is around 30 kilowatt hours a month. 
Now, there is usually a considerable 


increase in consumption in “‘ctober 
over September, and the meter is 


over-read 10 kilowatt hours. The 
customer complains and the Novem- 
ber reading is 10 kilowatt hours under 
the correct figure. 

The customer naturally believes 
that his complaint has been effective. 
Then when the increased consump- 
tion for December and the correct 
reading comes around, the bill is out 
of line with the previous month, and 
the customer is convinced that he is 
being cheated. 

Such cases are common. 

Let’s consider another example. 
For some reason a new consumer’s 
meter was not read for three months, 
December until April let us say, and 
the customer was billed at minimum 
of $2 a month. Finally when his 
meter was read, the bill amounted to 
$12 or $15. This was paid under 


protest; the customer claimed that 
with longer days and no unusual con- 
sumption there was no reason for any 
increase. Yet no explanation was 
forthcoming from the company be- 
yond the stereotyped statement : 

“We have carefully checked your 
bill for April and find it to be cor- 
rect.” 

Then the May bill for $3.50 came 
along—and right then the public re- 
lations with that consumer were rep- 
resented by the minus sign. 

True, after much correspondence 
the matter was straightened out, but 
there is still an antagonistic feeling 
on the part of the customer toward 
the utility. “Minimum billing,” un- 
der such circumstances, is a fruitful 
cause of complaint. 


NOTHER instance: A customer 

agreed to pay part of costs of 
an extension necessary to serve him. 
There was a dispute as to whether or 
not the’ full amount had been paid, 
so the utility began adding a few dol- 
lars to the monthly bill without ex- 
planation; when the customer com- 
plained and held up payment, the 
company threatened discontinuance of 
service unless the bill was settled at 
once. 


N another instance a certain elec- 
tric company put into effect a re- 
vised rate schedule. This schedule 
was of the “promotional” type cal- 
culated to stimulate consumption and 
the utility promised a reduction in the 
bills of a majority of the consumers. 
Now there were a few customers 
who had been using very little cur- 
rent for lighting but a great deal for 
cooking at a special reduced “cooking 
rate.” This arrangement, of course, 
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Causes for Complaints Should Be Removed 
by the Utilities—Not by the Commissions 


“? EGULATORY bodies came into existence largely 
because the utilities were unable or unwilling to 
maintain good public relations. The manager 
of one division of a large utility stated that he attempt- 
ed to settle no complaints of his patrons; he just ‘passed 
them along to the Commission. We are thus burdened 
with an immense amount ofwork which should never 
come to our attention at all. The utility should take 


care of such complaints.” 





called for two meters, one to register 
the energy consumption for cooking 
and another for the current used for 
other purposes. 

With the coming of the new sched- 
ule, all domestic current was passed 
through a single meter or else meas- 
ured by a combination reading of 
both meters at a composite rate 
which, while considerably lower than 
the old lighting rate, was slightly 
higher than the old cooking rate. As 
a result, while a majority of the con- 
sumers benefited by the change, this 
small group of consumers which had 
used current almost exclusively for 
cooking actually suffered an increase. 

Now the company had advertised 
that these customers might, if they 
wished, take advantage of the new 
rates for lighting only and would be 
billed at the old rate for current used 
for cooking. This arrangement would 
have caused a considerable reduction 
of rates in the cases mentioned. Nev- 
ertheless when the monthly bills came 
along, they were rendered on the basis 
of the new schedule. Naturally 
enough the customers protested 
against the increase. They were per- 


functorily advised that the bills were 
“correctly figured”—which was true 
enough as far as pure accountancy 
was concerned. 

When complaint was made to the 
Commission, however, the company 
explained for the first time, that if 
the customers would call at the office 
an adjustment would be made and 
that future billing would be estimated 
on the basis that would give the low- 
est rates. But, unless they made this 
trip to the office, no adjustment would 
be made. It is not surprising that 
many consumers were convinced that 
the company was merely joking when 
it promised reduced rates. 

Many similar examples might -be 
cited in which antagonisms were en- 
gendered toward the utility because 
of the company’s failure to give a full 
and complete explanation ofthe ap- 
plication of the schedule of rates. 


NSTALLATIONS of appliances, espe- 
cially those which involve heating 
elements, frequently cause what ap- 
pears to the consumer to be unwar- 
ranted increases in his bills. 
Consumers do not realize that a 
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flat iron uses as much “juice” as a 
dozer. 50 watt lights, or that a large 
waffle iron uses as much as four to 
six washing machines. Salesmen 
should be very careful not to misstate 
the probable increase in electric bills 
by the use of such appliances. Now 
and then a sale may be lost by such 
a policy, but it will pay in the long 
run. Cashiers and meter readers, 
who come in personal contacts with 
customers, should be able and willing 
to explain any increase in bill caused 
by installation of any appliance. 


| genni only a small proportion 
of dissatisfied customers complain 
to the Commission of any irregulari- 
ty, fancied or real, on the part of the 
utility. But a disgruntled customer 
may be depended upon to tell his 
neighbors; then when some of these 
neighbors find something out of line 
in their electric bills, they remember 


what they heard, and are convinced 


the company will bear watching. This 
sentiment may crystallize into hostile 
legislation. Regulatory bodies came 
into existence largely because the 
utilities were unable or unwilling to 
maintain good public relations. No 
legislature or Congress will enact any 
legislation unless it believes there is a 
necessity for it. 


| gpmctra utility men, when 
some rule, rate, or regulation is 
called into question, will play the “old 
army game” and reply, “Oh, that is a 
rule of the Utility Commission,” or 
“We would be glad to change the rule 
but the Commission will not permit 
ig 

This has happened in many in- 
stances when the Commission has 


suggested to the utility the very 
change proposed by the - consumer. 
This is a short-sighted policy, and 
after the facts become known (as 
they usually do), the utility is the 
loser. 

The manager of one division of a 
large utility stated that he attempted 
to settle no complaints of his patrons ; 
he just “passed them along to the 
Commission.” We are thus burdened 
with an immense amount of work 
which should never come to our at- 
tention at all. The utility should take 
care of such complaints. We know 
it can be done for it is being done. 
In this state there is an electric com- 
pany which serves over 50,000 peo- 
ple, and from whose territory not a 
single service complaint has been re- 
ceived in this office for the past three 
years! 


M* men with wonderful rec- 
ords in the construction and 
operation of public utility plants are 
incapable of maintaining good rela- 
tions with the public because of their 


training as engineers. This observa- 
tion is not intended as a criticism of 
the engineering profession—far from 
it. When we consider a great bridge 
designed by engineers and built in 
Pittsburgh and erected in Central 
Africa, on foundations built by other 
engineers, and realize that every part 
must fit to the fraction of an inch; 
when we think of the Cascade tunnel, 
driven from opposite sides of the 
mountain and meeting in the center 
within a few inches, our hats are off 
to the engineer. But engineering is 
an exact science. The engineer deals 
with inanimate objects. Measure- 
ments must be exact or the whole 
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structure will fall. Engineering for- 
mulae applied to engineering prob- 
lems will bring the same results every 
time. 

But human nature cannot be meas- 
ured with a slide rule. Public rela- 
tions cannot be lined up with a trans- 
it. Much of the training that fits a 
man for the profession of engineer- 
ing is a handicap in handling public 
opinion. This does not mean that no 
engineer can become a good public 
relations man; occasionally we find 
one who is. The company which em- 
ploys that rare man in a responsible 
position is to be congratulated. 


W: are all more or less inclined 
to “hero worship,” and like to 
believe that a man who has been con- 
spicuously successful in a particular 
line of work is an authority on any 
question on which he may see fit to 
express an opinion. (For example, 
look at- the source of much advice 
given the farmer these days.) But 
there is no more reason for assuming 
that a successful engineer or account- 
ant would be a good public relations 


man than there is for thinking that 
a good relations man must of neces- 
sity be a good engineer. 

When it is generally recognized 
that a public relations man requires 
as much training and even more ex- 
perience than an engineer or account- 
ant; when, in dealing with the public, 
the slide rule is discarded in favor of 
the Golden Rule, then a brighter day 
will dawn for the public utilities—and 
for the public. 

The utility must do more than 
merely. give a fair deal to the custom- 
er; it must let the customer know that 
he is getting it. It is a part of the 
service of a utility company to let 
him know it. If it does not, the com- 
pany is falling down on its public re- 
lations job. The Man on the Street 
is fair minded. He is willing to pay 
the prescribed rate for utility service. 
His attitude toward the company is 
determined largely by his understand- 
ing of the utility rates, rules and prac- 
tices. When he is charged with a rate 
that he does not comprehend, and 
which he consequently regards as un- 
fair, he becomes critical. 





A Glance Ahead Into the Gas Utilities 


7 T is probable that all of the long pipe lines for natural 
gas will be completed within the next thirty months. 
Likely there will be no further construction of such lines 


at any time in the future. Such long-distance carriers of 
gas as will be built in the years thereafter will doubtless 
carry manufactured gas produced in huge central stations 
located conveniently near the sources of coal supply. Even 
the present natural gas lines later on will be used for the 
transport of manufactured gas.” 

—F.Loyp W. Parsons 











Remarkable Remarks 





E. PenpLeron HErrinc 
Author and publicist. 


Caries Gorpon 
Managing Director, American 
Electric Railway Association. 


Epwin C. Broome 
Superintendent of Schools, 
Philadelphia. 


Everett DEAN MartTIN 
Sociologist and ex-pastor. 


Epwarp L. Bernays 
Public relations counsel. 


Grorce RorHwe_t Brown 
Newspaper columnist. 


WALDEMAR KAEMPFFERT 
Scientist. 


Ep Howe 
Newspaperman and philosopher. 


Josep P. Groce 
Of the Edison Electric Illuminat- 
ing Company of Boston. 


Carter GLASS 
U. S. Senator from Virginia 
(referring to dial telephones). 


“The time is not far distant when Congress will have 
to face squarely the question of regulating the lobby.” 


¥ 


“The number of (street car) riders each day is ap- 
proximately equal to the entire population of the city.” 


¥ 


“No major undertaking is carried on without the 
use of propaganda.” 


> 


“It (propaganda) is never distinterested information. 
The propagandist has an ulterior purpose.” 


> 


“Propaganda tends to keep open an arena in public 
life in which the battle of truth may be fairly fought.” 


* 


“Mr. Ernest H. Cherrington explains it all—a lobbyist 
is a wicked person who favors something you are 
against.” 


* 


“Probably as early as the year 2500 the last 
lump of coal in the form of coke will be flung into 
the furnace.” 


* 


“If we turn over business to big corporations, and 
they are managed by such men as Borah, the LaFollette 
boy, Brookhart or Norris, I say again God help us.” 


* 


“The only legitimate reason for a public utility to 
run a broadcasting station is for the purpose of better- 
ing its public relations.” 


* 


“Senators are required to perform the duties of tele- 
phone operators in order to enjoy the benefits of tele- 
phone service.” 


754 





PUBLIC UTILITIES FORTNIGHTLY 


T. J. Smrrz 
Editor, “So The People 
May Know.” 


An editorial writer in the 
“Atchison Globe.” 


Joseru S. FreLIncGHUYSEN 
Former U.S. Senator from 
New Jersey. 


Bernarp J. MULLANEY 
President, American Gas 
Association. 


Ernest H. CHERRINGTON 


Anti-Saloon League official. 


Tuomas N. McCarter 
President, Public Service of 
New Jersey. 


Harrer Leecu 
Economist and editor. 


Cuartes A. Eaton 


U. S. Senator from New Jersey. 


“Congress should see that the independent appliance 
merchant is safeguarded by enacting legislation forcing 
utilities out of appliance merchandising.” 


* 

“Wives leave home . . ._ because their homes 
are so well equipped with electrical housekeeping de- 
vices they have nothing to do at home, and idleness 
drives them into the business world.” 


> 


“There is now in process of development a gigantic 
power combination or trust which aims to set up a 
monopoly of the power and light business of the coun- 
try.” 

> 


“The popular conception of what ‘monopoly’ means 
naturally tends to prejudice attitude toward a merger 
as implying an extension and tightening of monopolistic 
‘oppression.’ ” 


* 


“Until supermen and superwomen are chosen to legis- 
lative bodies, citizens, either ‘as individuals or else 
grouped in associations of the like-minded, will feel 
justified in presenting their attitude toward proposed 


legislation.” 
* 


“A few hours ago a lady in Montclair called me up 
and told me that everything was wrong in her home. 
I asked her what the trouble was, and she said the 
lights wouldn’t burn; that the radio was frosted and 
that the refrigerator was singing. She told me I should 
come myself or send someone else at once.” 


. 


“While electric power cannot make a feeble wit into 
a genius, cannot make short men tall nor even emulate 
Colonel Colt’s feat in making ‘all men the same size for 
combat purposes,’ it does tend to give men equal chances 
to make a living regardless of where they live, and also 
mukes it possible for them to live well in more places.” 


> 


“We have had an investigation by that most impartial 
body, the Federal Trade Commission, and for a year 
and a half they have been dragging out of the closets 
of the utility business every skeleton that has ever been 
laid away in grave clothes, and giving that to the pub- 
lic, and when the other side presents anything to them, 
they would not put it in the record for fear the dear 
public would be contaminated.” 
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Fix the Utility Rate Base 


A Direct Method of Circumventing the 
“Dred Scott Decision of Utility Regulation” 


I* 1898 the Supreme Court of the United States laid down the rule that 
the property of utilities should be valued, for rate-making purposes, 
at its present fair value. But instead of settling the matter once and for 
all, this decision, (which Father Ryan calls the “Dred Scott decision of 
public utility regulation,”) has continued to be the subject of persistent 
attack and stubborn defense. Meantime, the highest court has confirmed 
its original ruling with many subsequent decisions. Father Ryan is one 
of the leaders of the school who believes that this policy is the chief source 
of our regulatory problems. Numerous other attempts to get around it 
have failed to pass legal muster. The author of this article, who com- 
bines his social ideals with legal shrewdness, now proposes to cut the 
Gordian knot with congressional action. 


By JOHN A. RYAN 


N January 24th of the present 
O year, the Interstate Commerce 
Commission addressed a let- 
ter to Congress suggesting the enact- 
ment of “a+ modified method” of 
valuation for the railroads. 
According to this method, the value 
of any railroad property would be de- 
termined at any time by adding to 
the cost of reproduction in 1914 sub- 
sequent increases in the value of the 
land plus the actual cost of subsequent 
additions to the property. 


HIs suggestion of the Interstate 

Commerce Commission arises 
out of two facts—one general, the 
other particular. 


The general relevant fact is that the 
Supreme Court has never declared 
how much weight should be accorded 
to reproduction cost when this ex- 


ceeds original cost. In the South- 
western Bell Telephone Case, the 
court fixed a valuation which exceed- 
ed the original cost by 25 per cent. 
In McCardle v. Indianapolis Water 
Company, the valuation allowed by 
the court was approximately 80 per 
cent above original cost. 

In the O’Fallon Case the court de- 
clared that the Commission should 
have given consideration to reproduc- 
tion cost, but failed to specify “the 
weight to be accorded thereto.” 

Having hemmed and hawed since 
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1898, it is now quite obvious that we 
need never expect any definite action 
from the Federal judiciary. In the 
absence of positive legislation, the 
long train of non-committal deci- 
sions culminating in the recent Balti- 
more Fare Case shows quite plainly 
that the uncertainty attending the 
present method of ascertaining the 
value of public utility property for 
rate-making purposes will probably 
go on indefinitely as long as we leave 
the final determination of the matter 
with the Supreme Court. 


His refusal of the court in the 

O’Fallon Case to specify the ex- 
act weight to be given to repro- 
duction cost value is the particu- 
lar fact which gave rise to the letter 
addressed to Congress by the Inter- 
state Commerce Commission. The 
Commission’s valuation of the O’Fal- 
lon railroad was set aside because it 
“gave no consideration to increase in 
prices since 1914,” but the Commis- 
sion was not informed how large the 
consideration should have been in or- 
der to satisfy the court. 

In its present situation the Com- 
mission does not know what percent- 
age of addition on account of in- 
creased costs since 1914 will be suf- 
ficient to prevent the court from again 
setting aside its valuation of the 
O’Fallon property. Since the court 
has studiously refused to lay down a 
general rule on this point, the Com- 
mission properly appeals to Congress. 

Now, what the Interstate Com- 
merce Commission tried to do in the 
O’Fallon Case, and what it proposes 
to have Congress do, is, in effect, 
practically the same as many econo- 
mists favoring the so-called “prudent 


investment” doctrine have been advo- 
cating for’a long time. I say “prac- 
tically” because the Commission 
would have the value of railroads de- 
termined by using the reproduction 
cost as of 1914 as a starting point 
and adding the cost of subsequent ad- 
ditions. The fact of the matter is 
that there was not a great difference 
between “prudent investment cost” 
and “reproduction cost” in 1914. 
Prices of raw materials did not sky- 
rocket until the World War came up- 
on us. 

There is no reason, therefore, for 
prudent investment theorists to object 
to the 1914 basis of the Commission’s 
valuation plan simply because it hap- 
pens to be labeled “reproduction cost 
value.” Such a plan would unques- 
tionably go a long way towards 
stabilizing the rate bases of these great 
transportation agencies and would un- 
doubtedly affect regulatory policies 
for public utilities generally. 


uT why did the highest court re- 

fuse to approve of such a plan 

when it was presented for its approval 
in the O’Fallon Case? 

The reason given by the Supreme 
Court for modifying the findings of 
the Commission in the O’Fallon Case 
was that the Commission had disre- 
garded Paragraph Four, Section 15a 
of the Interstate Commerce Act, 
which requires “due consideration to 
all the elements of value recognized 
by the law of the land for rate-mak- 
ing purposes, .” “The law of 
the land” is not expressed in any con- 
gressional statute. It is found in the 
decisions of the Supreme Court. 
Hence the fundamental reason why 
the court set aside the valuation of the 


757 





PUBLIC UTILITIES FORTNIGHTLY 





The “Modified Method” for the 
Valuation of Utilities 


¢ NDER this modified method which we now sug- 

gest, up-to-date valuations at any time would 
be determined by taking the cost of reproduction new 
at the 1914 unit prices of the property existing on 
the original valuation date, plus the then value of the 
lands, adding or subtracting the subsequent net increase 
or decrease in the property investment account as 
shown by the accounts when correctly kept, adding 
further a proper allowance for working capital and 
deducting the balance standing in the depreciation re- 


serve.” 
—ComMMISSIONER JosEPH B. EASTMAN 


OF THE INTERSTATE COMMERCE COMMISSION 





O’Fallon property made by the In- 
terstate Commerce Commission was 
that its own rules and decisions had 
been disregarded by the Commission. 

In effect, therefore, the letter of 
the Commission asked Congress to 
modify and in part annul the court’s 
definition of fair value. Now, there 
is no doubt that Smyth v. Ames is 
the big stumbling block towards 
stabilizing the rate base by legislative 
act. 

One might say it is the Dred Scott 
decision of public utility regulation. 

Had Congress fixed the rules of 
valuation before the decision in the 
case of Smyth v. Ames, its action 
would probably have been sanctioned 
by the Supreme Court; but Smyth v. 
Ames was decided in 1898 and has 
béen followed by a considerable num- 
ber of decisions which gave specific 
recognition to cost of reproduction. 


NE of the most peculiar things 
O about this case of Smyth vw. 
Ames was the fact that the so-called 
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present value was urged by the cham- 
pions of the ratepayers as opposed to 
the “capitalization value” asked for 
by the railroads. Theoretically capi- 
talization value should be about the 
same as original cost, but the late 
William Jennings Bryan, who ap- 


‘peared against the railroads, charged 


that such a capitalization might be 
considerably watered and so the high- 
est court was constrained, at the in- 
sistence of this advocate of the people 
to decree that present or “real” value 
should receive consideration for rate- 
making purposes. 


| ig is a matter of history that the 
sharp rise in construction costs 
during the World War brought a 
corresponding right-about face in the 
alignment of partisan interests with 
regard to reproduction cost as a meas- 
ure for rate valuation. But I com- 
ment on this fact parenthetically be- 
cause it seems to me that what was 
originally intended by the highest 
court as a restriction on the composi- 
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tion of utility rate bases has, by virtue 
of war-time economic fluctuation be- 
come a boomerang to the ratepayer. 
I wonder if the literal and consistent 
reaffirmance of this doctrine by the 
highest court in later years has been 
in strict conformity with the intention 
of the justices that occupied the bench 
in 1898, not one of whom survives 
today. 

Regardless of such a speculation, 
however, the fact remains that the 
Supreme Court once having taken the 
“present value” stand has hewn to the 
line. Now, in the face of this his- 
tory, would the court now uphold a 
congressional statute which disregard- 
ed reproduction cost except in the 
matter of land? 


A DEFINITE answer to this question 


cannot be had except through 
congressional action. The Supreme 
Court might refrain from setting 
aside a law which gave to reproduc- 
tion cost only that weight which 
arises out of increased values of land. 
At any rate, the experiment is well 
worth making. 

Should the Supreme Court fail to 
sustain the valuation law which the 
Commission requests,.Congress might 
then pass a statute fixing the definite 
maximum weight to be accorded in 
valuation cases to the present cost of 
reproduction of the artificial property 
of the railroads. The maximum 
might be placed at 10, or 20, or even 
25 per cent. By specifying a maxi- 
mum rather than a rigid figure, the 
law would allow the Commission 
some latitude for making lower allow- 
ances in cases where economic condi- 
tions, such as competition, rendered 
impracticable a higher valuation. The 


important thing, the necessary thing, 
is that the Commission should have 
some definite guidance with regard to 
reproduction cost. 

In connection with the letter sent 
by the Commission to Congress, a 
dissenting statement was made by 
Commissioner Woodlock. “Value for 
rate-making purposes,” he says, “is a 
fact to be found by a judicial process 
and not a relation to be fixed by a 
process of legislation.” 


HIs is a curious fallacy. Eco- 

nomic value is indeed a fact 
which can be judicially ascertained 
but “value for rate-making purposes” 
is not economic value; it is “fair 
value,” and this is not an economic 
fact but an ethical judgment. No 
amount of economic evidence will suf- 
fice to answer the question whether 
reproduction cost ought or ought not 
to enter into the valuation of rail- 
roads. No amount of judicial con- 
sideration can decide this question 
without bringing in the ethical notions 
of the judges. Now the ethical opin- 
ions and judgments of Congress may 
be quite as closely in accord with ob- 
jective ethical truth as those of the 
Supreme Court. Contrary to Com- 
missioner Woodlock’s view, fair value 
is “a relation” and not “a fact,” ¢. ¢., 
an economic fact. 


OMMISSIONER Woodlock declares 
further that the law of the land 
governing the valuation of public util- 
ity property “rests upon a constitu- 
tional and not upon a legislative foun- 
Ges: hse? 

The constitutional basis for the 
“law of the land” which recognizes 
present reproduction cost is rather re- 
mote. The Constitution does, indeed, 
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prohibit confiscation of property and 
this prohibition has been interpreted 
by the Supreme Court as forbidding 
the public authorities to fix rates 
which will give less than a fair return 
on a fair valuation. 

Fair valuation has in turn been in- 
terpreted by the court to include a 
greater or less allowance for present 
cost of reproduction. The last men- 
tioned provision has, therefore, been 
judicially read into the Constitution. 
If a majority of the Supreme Court, 
during the last ten years, had held 
the views on valuation entertained by 
Justices Holmes, Brandeis, and Stone, 
a different construction would have 
been judicially put upon the “due 
process” clause as regards property. 
In that case, the Constitution and the 


“law of the land” would have given 
no recognition to present reproduction 
costs of artificial property. 


Be pequ tegen there is nothing 
in the Constitution to prevent 
Congress from determining the rules 
of valuation and from defining con- 
fiscation as regards the financial re- 
turns on public utilities. The real ob- 
stacle exists in certain decisions of the 
Supreme Court. How far these can 
be “circumvented” by Congressional 
action as suggested in the letter of 
the Interstate Commerce Commission 
can be definitely known only through 
a favorable response to the suggestion 
and the subsequent fate of the enact- 
ment before the United States Su- 
preme Court. 





“Regulation by Intimidation” 


upon the utilities have found expression in so many 


| fi ome the past two or three years, the political attacks 


investigating commissions, so many proposed restrictive 
laws and so many other threatening measures that the 
industry as a whole has faced a period of uncertainty and 
doubt. These activities are not only retarding business de- 
velopment but are proving costly to the corporations and 
to the public alike—to the ratepayer, to the stockholder, 
and to the taxpayer. 


Who is responsible for this period of “regulation by in- 
timidation?” Is it the politician? Or the ratepayer? Or 
are the utilities themselves to blame? Or are all three 
jointly responsible? 


In a coming issue of this magazine SAMUEL CROWTHER, 
the well-known writer and business analyst, who has sur- 
veyed the situation from the perspective of the Man on the 
Street, will give his views of present trends as he sees them. 
And in his article he raises several points that may well 
give the utilities food for thought. 








THE FUTILITY OF COMMISSION 


Regulation of Car Fares 


SB. “monopoly” privileges of the street railway 
companies have become mere fictions; the traction 
business is today a highly competitive enterprise, fight- 
ing for its existence against private automobiles, busses 
and taxis. Why, therefore, should not the question of 
rates be determined by the laws of economics? 


By FRANCIS X. WELCH 


“What is this bloody stuff, Oh maw, 
“That looks like strawb’ry jam?” 

“Hush, my child, it is yer paw 
“Runned over by a tram.” 


ning pell mell over the prostrate 
and helpless body of the Ameri- 
can wage earner? 

Are the traction barons, with pock- 
ets stuffed with franchises and com- 
mission certificates protecting their 
monopolies by law, engaged in exact- 
ing the last pound of flesh from the 
poor straphanger who has no choice 
but to patronize their service? 

Do the American people need pro- 
tection from exploitation by the 
greedy gougers that operate the rapid 
transit facilities in our respective com- 
munities ? 

The right answer to all these ques- 
tions is “No!” 

The street railway men know it is 
“No!” The business men of the 


I the street railway industry run- 
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country know it is “No!” 
And what is most important the 
straphangers know it is “No!” 


HERE is not a street railway man 

in the country who does not 
know that the very existence of his 
business is dependent upon keeping 
the rate of fare below that point 
where the patrons will start walking 
or else buy an automobile—that in- 
definite stage known to the economists 
as “the point of diminishing return.” 
There is not a smart business man in 
the country who does not know that 
the investors in street railway proper- 
ties are getting a return on their 
money in many instances lower than 
that paid on first mortgages or gov- 
ernment bonds. There is not a strap- 
hanger in the country, who has seri- 
ously thought about it, who does not 
know that the first move a street rail- 
way company, patronized by him, 
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made towards anything remotely sug- 
gesting a sharp increase of fare, 
would cause him and most of his 
neighbors to throw up their straps in 
disgust and leave the company to die 
under the wheels of its own empty 
cars. 

The long and short of the matter 
is that everybody knows that the 
street railway industry is engaged in 
a life-and-death struggle with auto- 
mobile competition, and that constant 
vigilance in the direction of operating 
economies and minimum fares is the 
only way it can ever survive. 


“7 American people have as 
much to fear by way of excessive 
rate exploitation from street railway 
companies as an elephant has to fear 
from a mouse. Of course the ele- 


plant does fear the mouse, and its 


terror is just about as sensible. A 
street railway company today could 
not exploit anybody except its own 
shareholders by excessive fare in- 
creases. Its so-called “monopoly” is 
amyth. Every time the motor vehicle 
bureau issues a set of automobile tags 
(private or commercial) a new com- 
petitor has entered the field. Far 
from being a monopoly in practice, 
the traction business is one of the 
most highly competitive commercial 
enterprises in existence. 

But how is the public acting to- 
wards this business which is passing 
through such a critical period of its 
existence? It is acting exactly as the 
elephant acts towards the mouse— 
with an unwarranted hysteria of fear 
and suspicion. 

Notwithstanding the well-known 
facts about its sick condition, the 
street railway is subject to exactly 


the same regulation as the electrical 
industry, the best protected and 
healthiest monopoly now functioning 
under private control. It is ham- 
strung by the same restrictions and 
thrown into the same legislative hop- 
per as all the other utilities who are 
in the best of health. Instead of be- 
ing allowed to work out its own des- 
tiny unhampered by governmental 
limitations or at least encouraged by 
judicious and sympathetic regulatory 
policies, it is viewed with the same 
scrutiny as the other utilities and bur- 
dened with even more popular dis- 
favor. 


tape what may be the historical 
reason for this popular disfavor 
towards street car companies is a 
difficult question to answer. The fact 
remains that people are unaccounta- 
bly mean towards them. A man who 
would employ a by-pass on his gas or 
electric meter is generally accounted 
as dishonest and no better than any 
other cheat or thief but the man who 
beats his way on a street car brags 
about it. 

Why is this? 

We probably would not associate 
with him if he told us he manufac- 
tured slugs to put in a telephone coin 
box but we laugh at him when he tells 
us how he “brushed right by” the con- 
ductor. 

This popular disfavor—probably a 
relic of the old corporation baiting 
days when the transportation business 
really was a raquet for Wall street 
financial jugglers—is not at all help- 
ful to the sick industry. Citizens 
band together once in a while to at- 
tack a gas company or an electric 
company, but they seem ready, will- 
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ing, and able at all times to jump on 
the car companies. 


a of the Public Utilities 
Reports for five years (1925 to 
1930) shows 1,510 rate and service 
disputes decided by the courts and 
Commissions for all types of utilities, 
excluding the independent bus car- 
riers and railroads. Of these, 453 
cases involved street railway com- 
panies. Gas companies came next 
with 340 cases while telephone, water, 
and electric companies followed in the 
order named. 

In other words, 30 per cent of the 
business reported to have been ac- 
complished (in the regulating field of 
the five utilities mentioned) by the 
courts and Commissions involved 
street railway companies. 

The fact is that the street railway 
business is the one that needs protec- 
tion from the people or at least the 
political champions who claim to 
represent them. There were five in- 
stances of this in the last few years, 
instances where the ratepayers in- 
sisted on the uttermost farthings 
worth of legal remedy without regard 
to whether or not a fair return was 
being earned by the utility—in fact 
without regard to whether or not it 
was even making expenses. These 
cases all involved franchise contracts. 


AKE the New York Interborough 
Case for example. Nobody 
questioned the fact that the operators 
of the subway were not making a fair 
return. The Supreme Court’s de- 
cision turned purely on the question 
of whether or not they were bound 
by a contractual obligation to operate 
for a 5-cent fare. 
The same thing happened in Deca- 


tur, Georgia, when the street railway 
company, finding itself unable to 
operate for 5 cents, offered to sur- 
render its franchise. The offer was 
refused and when the company start- 
ed to tear up the tracks, the court 
stopped it upon suit by the patrons. 

“But we can’t even pay expenses— 
we're losing money at the 5-cent 
fare!” said the company. 

“That’s too bad,” said the court, 
“but you'll just have to go right on 
losing it. You’ve made a bad bar- 
gain; now you must keep it.” 

The same thing almost happened to 
the Los Angeles car company, only 
the court found in that case that the 
California Commission had already 
abrogated the 5-cent franchise con- 
tract. The same thing did happen in 
Columbus, South Carolina, last year. 
And we all remember what happened 
some years ago in Detroit when the 
street car company’s franchise expired 
and the city, refusing to renew it, was 
able to buy the system for little more 
than what the junk man would pay 
for it. 

The cases are cited here not for the 
purpose of questioning the validity or 
legality of the decisions. They were 
perfectly sound legally. Street car 
companies who make bad bargains 
through franchise contracts must 
abide by the consequences just like the 
rest of us. But the point is to estab- 
lish that it is the straphangers and 
not the street railway companies who 
are always looking for the legal pound 
of flesh. To paraphrase the little 
verse that appears at the beginning of 
this article: 


“What is this thing so meek and mild 
“That looks so feeble, maw?” 

“Tt is the street car business, child, 
“A-scared stiff by yer paw.” 
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The Economic Law Is the Actual Regulator 
of Street Railway Rates 

ae HE regulation of street railway rates is an unneces- 

sary and unwarranted interference with an industry 
engaged in the most critical struggle of its existence. . . . 
The law of competition—the age old statute of Supply and 
Demand—regulates the fares of street car companies far 
more effectively than any man made law; yes, better than 
all the courts and commissions in the land. It keeps fares 
at a level far lower than that allowed by the Constitution.” 





n the other hand, let us see how 

hard the street railway com- 

panies are bearing down on the help- 
less straphanger. 

It is a matter of judicial precedent 
that utilities are entitled to charge 
rates which will yield “a reasonable 
return on the fair value of their prop- 
erty.” A “reasonable return”—in the 
absence of a contractual obligation 
such as a rate franchise—is some- 
where between 7 per cent and 9 per 
cent. Federal courts have been hold- 
ing fairly consistently that the action 
of a State Commission in fixing util- 
ity rates that will produce less than 7 
per cent return, is a violation of prop- 
erty rights guaranteed by the Consti- 
tution. 

The latest word on this is the fol- 
lowing phrase of Justice Sutherland, 
giving the opinion of the Supreme 
Court of the United States in the re- 
cent Baltimore Street Railway Case: 


“In the light of recent decisions 
of this court and other Federal de- 
cisions, it is not certain that rates 
securing a return of 7$ per cent or 
even 8 per cent on the value of the 
property would not be necessary to 
avoid confiscation.” 


Now in this very case, which the 


Maryland Commission fought so val- 
iantly all the way up to the highest 
court, was the street railway asking 
for the pound of flesh? Let us read 
the very next sentence of Judge Suth- 
erland’s opinion : 

“But this we need not decide, since 
the company itself sought from the 
Commission a rate which it appears 
would produce a return of about 7.44 
per cent, at the same time insisting 
that such return fell short of being 
adequate.” 


| be more significant that the par- 
ticular rate asked for by the Unit- 
ed Street Railways of Baltimore, 
however, is the statement made by 
Chairman Harold E. West of the 
Maryland Commission in the original 
opinion of the Commission. He said: 


“The only comparable business un- 
dertakings attended by corresponding 
risks and uncertainties that this Com- 
mission knows of are those of other 
street railway companies in the East, 
and it does not know of such a com- 
pany which is earning a return of 
much, if any, more than 6 per cent, 
no matter what the rate of fare.” 


Now Chairman West would not 
want to minimize the earnings of 
street railway companies in view of 
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the rate order he handed down in that 
case. This writer believes his esti- 
mate about the 6 per cent return to 
be no exaggeration, in fact; he be- 
lieves it is rather liberal. 

Now, if the street railway com- 
panies in the eastern part of the Unit- 
ed States are earning no more and in 
many cases much less than 6 per cent 
return on the same value upon which 
the Federal courts are willing to grant 
them the right to earn 7$ and 8 per 
cent for the asking, the conclusion is 
inevitable that these utilities are not 
asking that to which they are legally 
entitled. 


” why this modest forbearance 
on the part of the street railway 
companies? Does it proceed from a 
sheer generosity of the spirit? 

It does not! 

The truth must be confessed that 
this restraint is not due to altogether 
altruistic motives. The truth must 
be confessed that they do not ask for 
a reasonable return because they can- 
not get it. 

Receiving the right to earn an 8 
per cent return and earning it are two 
entirely different matters as any street 
railway operator will testify. 

This leads to the further conclusion 
that the regulation of street railway 
rates is an unnecessary and unwar- 
_ ranted interference with an industry 

engaged in the most critical struggle 
of its existence. It is unnecessary 
because it does not and cannot affect 
rates. It is unwarranted because it 
is a fertile source of litigation that 
creates bad public relations for the 
street car companies and costs both 
the utilities and the taxpayers all the 
expenses incidental to regulation. 


HE law of competition—the age 

old Statute of Supply and De- 
mand—regulates the fares of street 
car companies far more effectively 
than any man made law; yes, better 
than all the courts and Commissions 
in the land. It keeps fares at a level 
far lower than that allowed by the 
Constitution. This writer denies that 
there is a single street car company 
operating in any city of over 25,000 
population in the United States today 
actually earning a return equal to that 
which the Supreme Court has said is 
necessary “in order to avoid confisca- 
tion” (to wit; 74 to 8 per cent.) As 
one State Commissioner put it, “The 
Commission can regulate rates but it 
cannot regulate the law of econom- 
ics.” 

The Commissions admittedly rec- 
ognize this inability of the street rail- 
way companies to earn what we shall 
call by the somewhat inaccurate name 
of the “legal rate.” In fact, some of 
them fix rates below this legal rate 
on the strength of the fact that the 
car company has reached the “point 
of diminishing return.” 

In other words, they are attempt- 
ing to regulate, not according to the 
laws of the land but according to the 
laws of economics. 


Pipe: for example, that a cer- 
tain street railway company has 
reached the point of diminishing re- 
turn where an increase in rates would 
do it more harm than good and de- 
crease its past revenue by reason of 


declining patronage. What is to be 
done? 

A utility cannot ordinarily just 
close shop and go through bankruptcy 


as a private business usually does un- 
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der such circumstances. Utility serv- 
ice must go on if possible. It cannot 
suspend operations without Commis- 
sion approval, and such approval is 
given reluctantly, only in cases where 
the utility, after exhausting every 
possible means of raising revenue, is 
positively losing money. As long as 
utilities can barely pay for their way 
they are asked to go on. Fortunately 
for all of us, they usually do go on. 

In some states the Commissions 
have left the question of whether or 
not the point of diminishing return 
has been reached with the utility’s 
management. The position justify- 
ing this policy is that the managers 
of a utility would be the first to know 
whether a rate increase would do it 
any good and the last to ask for it if 
it would do the utility more harm 
than good. As long as a utility can 
prove its inability to make a fair re- 
turn under existing rates, such Com- 
missions will grant rate increases as 
a matter of right. Whether the in- 
crease is economically ill-advised is 
left to the company’s discretion. 

In other states, however, the Com- 
missions have a different policy. 
Transit service, they say, is so im- 
portant to the public that its continu- 
ance should not be jeopardized by ill- 
advised although well meant rate ex- 
periments. Such has been the policy, 
for example, of the Maryland Com- 
mission. 


iy the Baltimore Street Railway 
Case, when the company asked for 
a 10-cent fare, the Maryland Commis- 
sion practically said this to the utility: 
“If your business were in a good, 
healthy condition, no doubt you 
would be entitled to an 8 per cent re- 
turn. But you cannot earn 8 per cent, 


no matter what rates you charge. 
We have studied your business and 
find that the most you can make and 
still keep your remaining business 
intact is about 6.26 per cent. If we 
let you charge the 10-cent fare, you 
will ruin what is left of it by driv- 
ing away those who still use the serv- 
ice, and if you once ruin it we may 
have to let you discontinue it. There- 
fore, we will not let you ruin it but 
instead we order you to modify your 
increase to produce about 6.26 per 
cent return.” 


N™ with all due respect to the 
unquestionable ability of the 
Maryland Commission which has 
such a long and distinguished record 
of public service, this writer contends 
that the operators of the Baltimore 
street railways know more about their 
own business than even the Commis- 
sioners. Making all due allowance 
for the sagacity of Chairman West, 
for instance, whose competency as a 
Public Service Commissioner no one 
would ‘question, is it not logical to 
suppose that the managers of the 
street car companies are in a better 
position to know whether a fare in- 
crease would do them any good than 
Commissioner West? 

And granting this advantage, 
would not these same managers be 
the last ones to ask for an increase 
that would drive their patronage 
away? 

This writer believes the very state- 
ment of these questions suggests their 
correct answers. 


Ww then regulate rates of street 
railway companies? Let us see 
what fares street railways are charg- 
ing in the absence of State Commis- 


sion regulation. If regulation is 
necessary and effective, the fare in un- 
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regulated cities ought to be higher. 
If such fares are as low or lower 
than fares in cities subject to regula- 
tion, it would seem to indicate that 
state regulation is unwarranted. 

The following cities have street 
railway systems which are not subject 
to rate regulation by the state. These 
cities have all entered into voluntary 
franchise agreements fixing their 
rates of fare. These fares, according 
to the A. E. R. A. Bulletin (No. 164) 
issued January 1, 1930, were: 

Cleveland, Ohio 

Jackson, Miss. .......... 

ON ae a 


Louisville, Ky. .......... 10 cents 
Grand Rapids, Mich. ..... 10 cents. 


EXT we come to Wilmington, 

Delaware, which is, as far as 
this writer can find out, the only city 
of its kind in the United States. Not 
only is the state without a regulatory 
commission but even the city public 
utility board has only limited juris- 
diction in powers over rates. Outside 
of Wilmington, there is no regulation 
at all! 

Now, here is a state that ought to 
be a paradise for the greedy traction 
barons. Free, practically, to do as it 
pleases, what is the rate charged in- 
side and outside of Wilmington by 
the Delaware Electric Power Com- 
pany? The A. E. R. A. Bulletin tells 
us it is 8 cents! 

Of course, the average rate of fare 
from such a small group would 


scarcely mean anything but here it is 
for what it is worth—the average fare 
for the six cities considered is 8.1 
cents. Compare this with the aver- 
age street car fare for the whole 
United States, which on December 
31, 1929, according to the A. E. R. A. 
Bulletin, was 8.4258 cents, and then 
let us ask ourselves what good street 
railway fare regulation is doing. 


HE writer admits that this little 

table of cities is sketchy and im- 
pressionistic. It is almost impossible 
to gather data on all cities not sub- 
ject to state regulation, and at the 
same time ascertain whether or not 
the local municipal regulation was 
more dictatorial than a state board 
would have been. 

For instance, Boloxi and Gulfport 
have a cash fare of 5 cents. Both 
are situated in Mississippi, whose 
Commission at this writing had no 
jurisdiction over street car fares. But 
the writer was unable to ascertain 
whether the rate was voluntarily 
placed into effect by the utility or 
compelled by local municipal regula- 
tion. 

This much is certain, however; we 
cannot regulate economic forces by 
means of State Commissions. Regu- 
lation of those utilities such as tele- 
phone and electric companies whose 
monopolies may be _ successfully 
guarded by law, is unquestionably 
necessary. Regulation of them is 


& 


burden on the public will be staggering. 


q “~ F street railways are regulated out of existence, the 


The suburbanite would just have to hike it or buy an 
automobile and add to the congestion of present-day 


vehicular traffic.” 
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successful, effective, and necessary in 
order to prevent the public from 
monopolistic oppression on one hand, 
and the industry from the disastrous 
waste of duplicate facilities on the 
other. Furthermore, there is no 


doubt that regulation of street rail- 
ways in the past was just as neces- 
sary and effective as regulation of 
telephone and electric rates. 


— today things in the street rail- 

way business are different. The 
fact that a man can ride in Delaware 
for a cheaper fare than the average 
rate of all American cities having 
street railway rate regulation shows 
that somewhere something is holding 
down car fares far better than a Com- 
mission ever could. The fact that 
street car companies in the East are 
earning a return far less than a Com- 
mission could ever hold them to, 
proves it again. 

That something somewhere is au- 
tomobile competition. 

The battle the street railways are 
making to adjust themselves is not 
only their own battle; it is the pa- 
trons’ battle as well. There are large 
groups of people residing in the sub- 
urbs and more remote sections of our 
cities who just cannot do without 
cheap mass transportation. But their 
patronage alone is not enough to carry 
the service. The utility’s problem is 
to fix a fare which will keep the most 
number of short-ride and off-peak 
patrons and at the same time yield the 
greatest revenue and still be consistent 
with good service. 

If street railways are regulated out 
of existence (and they will be if such 
treatment as the Decatur, Georgia, 
and Columbus, South Carolina, be- 


comes prevalent), the burden on the 
public will be staggering. Taxicabs, 
cut-rate or otherwise, are obviously 
incapable of taking care of the long 
haul offered by the street car at a 
comparable rate. The bus has not yet 
grown to the size of a self-support- 
ing cheap medium for the general 
transportation system of any large 
city. The suburbanite would just 
have to hike it or buy an automobile 
and add to the congestion of present 
day vehicular traffic. 


“B uT what harm does regulation 
do if it doesn’t affect the street 
railways?” is the question that is al- 
ways asked when the abolition of 
street railway service is suggested, 
“and what particular benefit would 
the street railways receive from its 
absence?” 

Well, first of all there is the ex- 
pensive and messy procedure of val- 
uation., State Commissions would 
save thousands of dollars every year 
by being relieved of this duty towards 
street railways. Street railways 
would, on an average, save three 
times as much as the Commissions 
for the same reason thereby reducing 
expenses that could be reflected in re- 
duced fares. 

Besides valuations there are the 
numerous and unnecessary reports 
and formalities required by State 
Commissions in exercise of their ju- 
risdiction over rates. A few attor- 
neys and clerical assistants would lose 
employment on this score but the pub- 
lic and the street railway utilities 
would be the winners. 

Finally and most important, the 
public relations of the companies 
would not be subject to political 
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juggling. If street railways were al- 
lowed to charge what the traffic would 
bear, they would cease to become a 
perennial issue to candidates for pub- 
lic office and a straw man and punch- 
ing bag for restless civic organiza- 
tions. Not being subject to attack, 
they would not be attacked and their 
rates would be the same or possibly 
lower by reason of the economies thus 
achieved. 


66 PD ut what about the feasibility of 

such a change; how could the 
street railway companies ever get it 
across?” is the next query. 

The answer to this is that probably 
they cannot. Probably nothing will 
ever be done about it. They have not 
united to ask for it in the past and 
probably will not in the future. But 
the fact remains that they deserve 
freedom from regulation and they 
would have it if they made their case 
clear to the public. 

Organized solicitation for legisla- 
tive reform—call it lobbying or by 
any other name—is the most effective 
form of getting results in these days 
of political log-rolling. 


The street railways have a meritori- 
ous cause and there is no reason why 
the street railway companies could 
not gain this victory. The sugar man, 
the shoe man, and even the farmer 
has been given tariff protection and 
governmental subsidy. The street 
railway industry would not be asking 
for a cash hand-out from the state 
treasuries. It would be simply ask- 
ing the respective states to let them 
alone and to permit them mind their 
own business and work out their 
destinies in their own way. 


HE facts are clear enough. It re- 

mains for the industry itself to 
organize its case and carry it to the 
people—to make them understand 
that the issue may amount to Con- 
tinuation of Service v. Continuation 
of Regulation. 

Let the average citizen awake to ™ 
such an issue and he will be as keen 
and zealous as he is now indifferent 
to letting these public service com- 
panies work out their own destiny and 
pass the crisis of automobile adjust- 
ment without governmental interfer- 
ence or restraint. 





The High Lights of Commission Regulation 
During the Past Twelve Months 


@\vT of the mass of detailed work on service and rate 

questions which escapes general notice, ELLSwoRTH 
NicHOoLs has extracted the more significant decisions in the 
street railway and electric fields as the basis for his analysis 
and summary of the year’s activities—to appear in a com- 
ing issue of Pustic UTiLities ForTNIGHTLY. This com- 
prehensive survey will include not only the regulation of 
service and rates, but also of mergers, of stock prices, of 
taxes, of investigations of records, of return and apprecia- 
tion, of valuations, of return and depreciation, and of sub- 
metering—constituting a valuable and informative sum- 

mary of the year’s progress. 
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As Seen from 


the Side-lines 





HIO really likes to see herself 
termed as the “Mother of Presi- 
dents.” Without any stretch of the 
imagination whatsoever she could aptly 
be dubbed, “Cradle of Politics.” 
* * 


It’s the first thing she thinks of in 
the morning and the last thing she 
thinks of at night. 

* 


THERE is possibly no other state in 
the grand old Union in which the peo- 
ple so frankly, boldly, and energetically 
measure the comings and goings by the 
simple term “politics.” 

* * 


Ask persons on the street whether 
Warden Preston E. Thomas would be 
discharged after the uafortunate East- 
er Monday night fire in which 322 men 
were suffocated or burned to death and 
they would quickly reply, “Can’t be 
done; he’s got a clinch on Governor 


Cooper.” 
* * 


“Wary didn’t they continue with Gov- 
ernor Cox’s penal program after 1913?” 
you ask them, and they reply without 
the slightest hesitation, “Change of ad- 


ministration.” 
* *~ 


“Dip you not think it strange that 
Carmi Thompson failed to be named 
United States Senator when the last 


vacancy arose?” 
. * 


Anp the invariable reply: “His firms 
will get some road-oil contracts and he 


will be satisfied.” 
* + 


Ir it rains today, there was some 
motive behind it. Pure and unadul- 
terated politics. Mal Daugherty’s bank 
fails and folks say, “The Columbus 
bankers tried to buy it; Mal held off 
and they forced him to the wall.” 

+ * 


Tue legislature adopts a lump-sum 
budget for the first time, and you hear 
on every street corner, “Gives the ad- 


ministration a chance to get rid of Vic 
Donahey’s gang.” 
* * 

IF the boy is late with the paper, that 
can be blamed onto some trick of the 
Postoffice Department ; they had a rea- 
son for it and the reason is variously 


and numerously described. 
* * 


Ouro has had plenty of Presidents. 
The statues, busts, and memorials of 
them fill the State House grounds. 
Rarely has it failed to have a member 
of the Cabinet; it has one now. It al- 
ways has had two United States Sena- 
tors, but unless the census returns stop 
showing a drop in the peasant popula- 
tion, it won’t be so hot on the number 


of Congressmen. 
se 


Wuen Carmi Thompson didn’t re- 
ceive the Senatorial appointment, the 
toga was placed on the shoulders of a 
former Public Service Commissioner, 
Mr. McCulloch, who is probably the 


. best-versed man on publicity utility 


regulation-in the Senate. Incidentally, 
the story is told here that Governor 
Cooper greeted the Colonel and Mrs. 
Thompson at a public reception and 
whispered to her as he looked at Carmi, 
“You are standing beside the next 
United States Senator.” 

. * 

On the following day McCulloch was 
named and Mrs. Carmi is still wonder- 
ing whether he was standing behind her 
and she didn’t see him. 

* * 

McCuttocu will be a candidate for 
election soon. He will win the nomi- 
nation without even a trial heat. That 
he will be victorious in the election is 
reasonably certain, Ohio being a fairly 
dependable Republican state, but a 
doubt can be expressed now and then 
without getting its author into the class 
of, “He was good once, but, my how 
the poor fellow has slipped.” 


770 





PUBLIC UTILITIES FORTNIGHTLY 


Times are not good in Ohio. When 
the President decided to restore pros- 
perity in sixty days he may have been 
looking elsewhere, like Cooper in 
speaking with Carmi’s wife. Why de- 
ceive ourselves about it? That is what 
the Cleveland businessmen are saying. 
They are putting their best foot for- 
ward, but, like the old Oregon boot, it 


is lead-soled. 


A sBaTtcH of census returns has 
dropped in over the wire from Wash- 
ington as this is written and the rural 
population, it would seem, must have 
seen Paris ; they just can’t be kept down 


on the farm. 
x * 


Rurat banks are struggling under 
the strain of farm mortgages. Whether 
it’s the yen to play a saxaphone, the 
farm boys have gone cityward, and the 
lightning rod salesman tells his jokes 
to smaller audiences in the villages. 


*« 

INTERESTINGLY enough, the Big 
Parade has had its effect upon the 
smaller cities. We see newspapers in 


the mid-sized industrial communities 


urging the President to veto the tariff 
bill. They want the farm debenture or 
nothing. Mr. and Mrs. Farmer are not 
driving into town so regularly on Sat- 
urday night, and the city butcher, 
baker, and candlestick maker find that 
their cash registers have dropped from 
tatto regularity to a slow beat. 
* * 


Acatnst those circumstances Mr. 
McCulloch must campaign. And 


against these further facts: 
. * 


Tue Democrats are always strongest 
here in the “off” years; and they will 
nominate for Governor, Mr. George 
White, who can and will finance a cam- 


paign. 
* * 


WitH White’s money in the cam- 
paign, all the Democratic candidate for 


‘Senator needs to make a formidable 


showing is a strong voice, an alfalfa 
necktie, and a reputation that has not 
been utterly ruined. 


Arta 7 Kan tut 





Facts and Near Facts 
Ir would cost about $24,000,000,000 to eliminate all grade crossings in 


this country. 


Tues were presented to 250,000 passengers on the Burlington Rail- 


road in May. 


Tuere are fifteen states whose population is less than the number of 


gas meters in Chicago. 


HatiowEen celebrators broke $5,000 worth of street lamps in Roches- 


ter, New York, last October. 


Ir is estimated by the Public Service Commission of New York that the 
average cost of eliminating grade crossings is about $100,000 each. 


Tuere is a law on the statute books of Tennessee that requires every 
motor vehicle driven along any highway to be preceded at a distance of 
100 yards with a herald announcing its approach. 
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What Others Think 





The Political Assaults Upon the 
State Regulatory Commissions 


ow that most of the legislatures of 

the states have adjourned, there 
is less talk than usual about the break- 
down of commission regulation. But 
the charge is occasionally still made. 
In a letter to the Baltimore Sun of May 
1, 1930 Chairman Harold E. West, of 
the Maryland Public Service Commis- 
sion, declares that the assertions that 
regulation has failed are untrue. He 
says: 


“It has become the fashion of late for 
theorists, a certain type of economists and 
gentlemen with political aspirations to de- 
clare that regulation has broken down or 
is a failure. They glibly make such state- 
ments on incomplete information and fre- 
quently on no information at all. Asked 
to point out in what particulars regulation 
has collapsed and where regulatory bodies 
have failed to function in accordance with 
the laws creating them, and with the laws 
as laid down by the courts, they usually 
take refuge in generalities, abeolutely ig- 
noring the facts, and make assumptions 
which have no basis other than their own 
ideas of what ought to be. 

“I disagree absolutely with the theory 
that public utility regulation by state au- 
thority has collapsed, and maintain that 
the regulating bodies of the various states 
are functioning efficiently in the interests 
of the public and to the extent that the peo- 
ple of the respective states, as represented 
by their legislatures, desire them to func- 
tion.” 


a West points out that 
criticism of the Commissions 
comes down to a difference of opinion 
as to the reasonableness of rates. 
Upon this point he says: 

“The charge that regulation of public 
utilities by State Commissions has broken 
down is based almost entirely on the be- 
lief of those who make the charge, that 
State Commissions are unable to reduce 
rates for power to a point to which they 


think they ought to be reduced. It comes 
down then to a question of rates for 
power. All the other work which the 
Commissions do is ignored. 

“As to power rates, the belief that they 
are higher than mg | ought to be seems to 
be based on three things: 

“1. That the Supreme Court has fixed 
fair value of the sregenty. eee and useful 
in supplying power as a basis for calculat- 
ing a fair return and that reproduction 
cost is an important element in finding fair 
value. 

“2. That vast holding companies have 
grown up and that these holding companies 
control the greater number of the operat- 
ing companies which supply the people with 
power. 

“3. That interstate transmission of power 
is not subject to regulation. 

“It seems to me that there is no fact 
more obstinate, more incontrovertible than 
a decision of the Supreme Court, and no 
matter whether the complainants against 
the Public Service Commission feel that 
prudent investment, or any of a half dozen 
other theories for finding a rate base, 
would be better, the fact remains that the 
Supreme Court has said fair value must 
be the rate base, and it has laid down the 
rule for determining it. Regulatory Com- 
missions must follow that rule. It by no 
means follows from that that regulation 
by state authority has collapsed.” 


HE Sun replies editorially by as- 

serting that a distinction must be 
made between unrestrained regulation 
and regulation which has been inter- 
fered with by the Federal courts. Says 
the Sun: 


“As a result of these successive legal 
victories the Maryland Public Service 
Commission at present has virtually no 
regulatory authority over the company. It 
may be able to tell it to put on an extra 
car or something of that kind, but in the 
matter of rates the company has been 
placed above the Commission’s authority by 
Federal court decisions. The case of the 
United is unusual, and to cite it alone in 
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dealing with Mr. West’s argument would 
not be fair. However, it serves to illus- 
trate the importance of clarifying the ques- 
tion whether Mr. West is treating the 
whole system or merely that part of it 
where the vital elements have not been 
dictated by court decisions. When that 
point is cleared up things will be in better 
shape to go ahead with a discussion of the 
other points in Mr. West’s statement.” 


F course, the Commissions cannot 
be blamed for adhering to the law 
of the land. But the point is that as 
the law of the land does not allow the 
Commissions to function in the way the 


critics of regulation think it should 
function, they say that regulation has 
broken down, Commissions or no Com- 
missions. This is, of course, merely 
begging the question. Very few of the 
critics give the Commissions credit for 
anything the Commissions have done. 
The fact is that Commission regula- 
tion has made a very valuable contribu- 
tion to the public welfare. This is in- 
deed the mere statement of a conclu- 
sion, but it is possible to support it by 
an abundance of facts. 
—H. C. S. 





Regulatory Commissions Require Not More Au- 
thority But More Knowledge of Economic Changes 


Cea to a widely prevailing 
opinion, Professor Philip Cabot 
of the Harvard Graduate School of 
Business Administration, points out 
that in American business today profit 
is the score but not the game. The 
game, he says, is played for its own 
sake and profit is merely the test of the 
players’ skill. The purpose of the game 
in all great business organizations is to 
improve in some degree the conditions 
of American life. Applying this princi- 
ple to regulation, he said in a recent 
address : 


“No system of government regulation of 
public utilities can in my judgment be com- 
pletely successful which disregards this 
controlling fact and yet because it is a 
new fact, it is often disregarded. Regu- 
lating commissions are prone to treat pub- 
lic utility executives like naughty school 
boys and rap them on the knuckles on gen- 
eral principles. ‘Call a dog a bad name 
and he will bite you’ contains at least a 
grain of truth. Treat these men like 
naughty boys and they may act like them, 
but if you trust them and treat them like 
gentlemen, they will prove trustworthy.” 


_ Professor Cabot believes that regula- 
tion does not need to be made more 
rigid than it now is. He asserts: 


_ “The common complaint regarding pub- 
li¢ utility regulation is that it is ineffective 


and the common demand is for legislation 
that will make it more rigid. With both 
these points of view I disagree; regula- 
tion, as now practiced, is effective enough 
but it effects the wrong thing; far from 
needing to be more rigid, it is too rigid 
now. The regulating Commissions do not 
need more power but more skill in using 
the power they now have and more insight 
into the nature of the economic changes 
that are continually taking place. We are 
prone to forget that the greatest regulat- 
ing Commissioner who ever served the 
state, Charles Francis Adams, had no 
a at all, except the power to advise, 
ut he so used that power as to make it 
more constructive than the great battery 
of powers with which our Commissioners 
are now armed. What is needed is not 
new laws but a new attitude of mind which 
will result in a new technique of regula- 
tion fitted to the conditions of the new 
world. Public utility executives and regu- 
lating Commissioners are not natural 
enemies and should never allow hostility 
to come between them. The executives 
working for the stockholders and the Com- 
missioners working for the customers are 
serving not hostile but mutual interests. 
In the long run neither can benefit by rob- 
bing the other and the ideal relation be- 
tween the executives and the Commissioh- 
ers is a round table conference of experts 
honestly and eagerly striving for a common 
end. The atmosphere of hostility which has 
characterized their relations in the past and 
has resulted in costly and harmful litiga- 
tion is out of date. Like the old diplomacy 
which was merely another name for skill- 
ful lying, it must recognize that times have 
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San Francisco Chronicle 


NO WONDER ALL OF THEM DON’T TURN OUT HAPPILY 


changed and must change with them. The 
men who manage our great public utilities 
today are rarely the same men who man- 
aged them thirty years ago and even then 
they are different. Business men in Amer- 
ica are as iron between the hammer and 
the anvil of economic forces. As the power 
and the direction of these forces have 


changed, so has the character of these men. 
Thirty years ago the electric power indus- 


try was in the pioneering stage. The 
ownership of the corporations was concen- 
trated in a few hands, the risks were great 
and the losses sometimes complete. Today 
the industry is one of the most stable in 
the world, the ownership of the corpora- 
tions has been broadcasted like hayseed, 


and the problems of management instead 
of being mainly of an engineering charac- 
ter, are economic problems such as con- 
front every merchant.” 


ROFESSOR Cabot believes the atten- 

' tion of the Commission should be 
directed to the problems of marketing. 
Upon this point he says: 

“Under these conditions regulation should 
turn its attention towards the delicate 
problems of marketing which are now of 
major importance. It is the total profit 
of the Edison Company which now chief- 
PS engages the attention of the regulating 

ommissioners but what should interest 
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them most are the prices charged for par- 
ticular services to particular groups of 
customers. Are these prices as now fixed 
the best for both parties? These are very 
intricate questions, requiring the nicest 
skill and judgment for their solution and 
it is high time that the company executives 
and the regulating Commissioners stopped 
making faces at each other and settled 
down to business. Both parties have been 
at fault; let both make the first move. 

“Then will the prophecy of Isaiah be ful- 
_ ‘and the lion shall lie down with the 
amb. 


In the opinion of the writer there is 


undoubtedly a tendency to carry regu- 
lation, in the interest of rate fixing and 
financing, so far as to defeat its main 
purpose, which is the development of 
the service to the point of its greatest 
usefulness.’ The courts will never al- 
low the Commission to become the 
managers of the corporation nor would 
it be well to do so. 
—Davip Lay 

ADDRESS BEFORE THE Boston LEAGUE oF 


Women Vorers. By Professor Philip 
Cabot. 1930. 





The Principal Source of Complaints 
Against Utility Rates 


B e- a statement in a joint resolution 
of the Wisconsin legislature that 
the public generally is complaining of 
the burden of high rates exacted for the 
services rendered by public utilities en- 
gaged in the telephone, electric light, 


heat, and power fields, the Wisconsin 
Railroad Commission, in a reply sub- 
mitted to the legislature makes em- 
phatic denial. 

Says the Commission: 


“We deny that such a condition exists. 
We do not deny, of course, that there is 
some complaint and that in individual lo- 
calities that complaint has been rather seri- 
ous, but that the public generally is com- 
plaining of the burden of high rates is 
not the truth. The public has been so lit- 
tle interested that in a very large propor- 
tion of the cases in which telephone com- 
panies have asked authority to increase 
rates there has been no appearance on be- 
half of the public and no protest against 
the proposed increase lodged with the Com- 
mission. In a large number of cases state- 
ments have been submitted by the com- 
panies signed by hundreds of customers 
agreeing to the proposed rates. 

“It may be charged that the public is 
so hopeless of securing a fair review of 
its case by the Commission that in despair 
it has refrained from attempting any 
presentation. If that were the case it is 
reasonable to assume that there would be 
an avalanche of spontaneous complaints 
lodged with the Governors’ office and with 
other state officials. To the best of our 
knowledge this has not been the case. We 
are not informed that either under this 


administration or under previous admin- 
istrations in recent years there has been 
more than an occasional criticism and com- 
plaint lodged with the Governor. It has 
never been shown to the Commission that 
any considerable volume of spontaneous 
complaints have been lodged with any other 
official. It is doubtless true that practically 
the entire body of the public would prefer 
to pay lower rates, but it is not true that 
there is any general complaint of the bur- 
den of high rates as recited in the resolu- 
tion except possibly in individual locali- 
ties, and an analysis of the facts in those 
localities will show that the complaint is 
not spontaneous but in practically every 
case has been due to agitation by some 
individual or small group of individuals. 

“That there have been cases of spontane- 
ous complaint in the past, we do not deny. 
Shortly following the war when the Com- 
mission as then organized authorized a 
large increase in electric rates for the 
Wisconsin-Minnesota Light & Power Com- 
pany we believe it is correct to say that 
there was a very general feeling of dissatis- 
faction and that the rates were felt to be 
burdensome. Since that time those rates 
have been very largely reduced and we 
know of no evidence of any general public 
feeling that the rates even in those locali- 
ties are now burdensome. . . . Elec- 
tric rates have been reduced over a period 
of the past several years and the average 
cost per unit of energy for lighting service 
is materially less than it was five years ago. 
This does not hold true of telephone rates 
and from the very nature of the business 
cannot hold true until there may have been 
a substantial decrease in the cost of the 
elements going to make up telephone serw 
i , 
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TATEMENTS that there is a wide- 
“ spread dissatisfaction with commis- 
sion regulation, or a widespread dis- 
satisfaction with Commission rates are 
mere generalizations not supported by 
facts. 

It is very easy to make such state- 
ments and very difficult to disprove 
them. Most of the dissatisfaction with 
Commissions, which does exist, is due 
to misrepresentation of the facts relat- 


ing to it, or lack of knowledge of the 
facts. If there were or ever had been 
a wide-spread belief that utility rates 
were exorbitant, the public utility en- 
terprises of this country would not have 
grown as big as they are. 


—D. C.S. 


Statement to the Wisconsin Legislature by 
the Railroad mission of Wisconsin 
relative to the Preamble of Joint Resolu- 
tion 53A. 





The Choice Between Effective Regulation 
or Government Ownership 


io only thing which would make 
the general acceptances of the gov- 
ernment ownership of utilities possible 
would be the breakdown of state regu- 
lation. So declared Philip H. Gadsen 
in a recent address before the Pennsyl- 
vania Gas Association. He observed: 


“The complete answer to public owner- 
ship agitation is effective, courageous, 
comprehensive regulation by Public Serv- 
ice Commissions. Instead of opposing the 
establishment of Public Service Commis- 
sions with jurisdiction over gas and elec- 


tric properties in states where they do not 


exist at present, we should lend our aid 
to the adoption by such states of compre- 
hensive public service regulation acts. 
Furthermore, in states where Commissions 
are functioning, we should support all rea- 
sonable, well-considered propositions to 
strengthen the regulatory power of the 
Commissions, to the end that they should 
have jurisdiction over all factors which 
enter into the quality and cost of service 
to the customer. 

“The demand for Federal regulation on 
the one hand, and government ownership 


on the other, is predicated to a large ex- 
tent upon the charge that state regulation 
has fallen down. While it is easy to 
demonstrate that this is not true, the most 
convincing way to meet such charges is 
to strengthen and broaden the regulatory 
powers of the Commissions so as to leave 
no doubt in the minds of our customers 
and the public generally that Public Serv- 
ice Commissions are the most effective 
agencies for the protection of the public 
interest.” 


OMMISSION regulation, being a hu- 

‘man procedure, is not perfect. It 
could be and should be strengthened. 
But that would do no good unless the 
public were informed of what the Com- 
missions are doing. 

State regulation, as it is, has not 
broken down. It continues to make 
as it has in the past, a most important 
contribution to public welfare. That 
statement is either true or untrue. The 
facts in relation to it must be brought 
to the attention of the public. 





Will the Public Utilities Become a 
Major Political Issue? 


I‘ the regulation of utilities to be- 


come a Federal political issue? 
This pertinent question is asked by 
John E. Benton, of Washington, D. C., 
General Solicitor of the National Asso- 


ciation of Railroad and Utilities Com- 
missioners, in one of the bulletins 
which he sends to the State Com- 
missioners from time to time. Here 
is what Mr. Benton has to say on 


776 





PUBLIC UTILITIES FORTNIGHTLY 


the subject of a political offensive: 


“Does the fight which was made against 
the confirmation of Chief Justice Hughes, 
which is now being repeated against the 
confirmation of Judge Parker, have a po- 
litical significence? Justice Hughes was 
opposed on the ground that he would 
strengthen the group of justices whose 
opinion overturned the Interstate Com- 
merce Commission’s order in the O’Fallon 
valuation case, for the reason, as the opin- 
ion said, that sufficient weight had not been 
given to present reproduction costs, and 
who later, in the United Railways case, set 
aside the Maryland Commission’s fare or- 
der, upon the groud of inadequacy, when 
the rates permitted thereby admittedly 
would have been sufficient if $5,000,000 al- 
lowed for easements to operate in the pub- 
lic streets had not been included. Judge 
Parker has not written valuation opinions, 
but the opposition to him sounds like the 
opposition to Hughes. ‘I want to preserve 
that great judicial tribunal,’ said Senator 
Norris yesterday, ‘on a higher plane than 
it would be if filled with men who have 
the one idea, that wealth, big business, and 
combinations are prime considerations.’ 

“In both branches of Congress bills are 
pending to regulate the power companies. 

emocratic members of the committee be- 
fore which the Parker power bill is upon 
hearing indicate unusual interest and sug- 
gest that methods of valuation should be 
prescribed in the bill. The Howell Reso- 
lution, in .the Senate, would instruct the 
Interstate Commerce Commission to make 
valuations on the investment basis for the 
future. 

“In New York, the legislature having 
passed an important bill, following a 
recommendation of a special commission 
created to study the operation of the Pub- 
lic Utility Act, and to recommend amend- 
ments, Governor Roosevelt interposes his 
veto because it provides for valuation and 
revaluation upon consideration of repro- 
duction cost. The Governor says its fatal 
weakiess is that under it the state would 
‘never get permanently away from the un- 
just and impracticable present value basis. 
- . «. The only solution is to get on an 
actual cost basis.’ 

“A bill to provide a People’s Counsel, to 
be appointed by the Attorney General, to 
represent the public interest in cases before 
the Commission, the Governor also vetoes, 
Saying it is ‘based upon a fundamentally 
false conception of the proper function of 
a Public Service Commission.’ The Com- 
mission, he says, ‘is not, and never has 
been, merely a court. It is rather intended 
to represent the public interest in connec- 
tion with various industries of a semi- 
public character subjected to its jurisdic- 
tion. . . . The bill would divide this 


responsibility for protecting the public. It 
would in effect reduce the Public Service 
Commission to the role of a near utility 
court in which the people would have to 
fight their unequal battle against the huge 
resources of public utility corporations.’ 

“A bill which would authorize utilities 
and municipalities to contract with each 
other, subject to the Commission’s ap- 
proval, for the fixing of rates, is also 
vetoed, the Governor saying: ‘It makes no 
pretense at lifting the process of rate mak- 
ing out of the hopelessness of controversy 
and litigation into which the reproduction 
cost and fair value theories have plunged 
it. . . . It is foolish to think that any 
utility companies will enter into such a 
contract if it tends to deprive them of the 
benefits which they believe they derive 
from judicially determined reasonable re- 
turns onthe so-called fair values of their 
properties.’ 

“A bill to enable the Commission to se- 
cure a stay of confiscation proceedings 
in federal courts under the provisions of 
§ 266 of the Judicial Code is approved. 
Under it when a utility begins a confisca- 
tion suit in a Federal court the Commis- 
sion may begin a mandamus action in the 
state court accompanied by a stay of the 
contested order, and thereupon may apply 
to the Federal court for a stay of the pro- 
ceedings in that court. This bill, Governor 
Roosevelt says, may offer some relief un- 
til Congress shall act ‘to prevent public 
service corporations from thwarting just 
and proper regulation by an appeal to the 
Federal tribunals before the state courts 
have passed upon their claims.’ 

“It is prophesied by many that Governor 
pad will follow Governor Smith as 
the Democratic candidate for President in 
1932. Perhaps he will, and perhaps we 
shall then hear much more about the mat- 
Meaty discussed in these veto messages of 

is.” 


Others think that all signs indicate 
that regulation will again be made a 
political issue. Originally one of the 
purposes of regulation was to take the 
utilities out of politics. Regulation it- 
self now bids fair to become a political 
issue, at least temporarily. 

One effect of this development will 
be that the public will find out some- 
thing about their Commissions, as to 
which it is very poorly informed at 
present. 

Practically all controversy over the 
Commissions is over rates. 


Butitetin No. 67—1930, issued by John E. 
Benton, Esq. Washington, D. C. 
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The Value of a “Good Name” for Designating 
an Economic Function 


HE choice of a good name is as im- 
portant in economics as in any- 
thing else. The names with which cer- 
tain things are tagged have the power to 
bless or curse them. Here is a sugges- 
tion which may be of use to utility men: 


“The first requisite of a railroad is the 
promoter. There is a good English word 
which has become associated with a par- 
ticular calling and is not used extensively 
except to designate this calling, which, how- 
ever, taken in its original meaning ex- 
presses probably better than promoter the 
functions of the man or men who furnish 
the initiative which is essential to a new 
project. The word ‘undertaker’ is associat- 
ed in our minds unfortunately with death 
rather than development, but it is, when dis- 
associated with this particular idea of 
death, an accurate description of the func- 
tions that are generally described as promo- 
tion. 

“Because both the words promoter and 
undertaker carry with them connotations 
which are unpleasant, let us call the force 
represented by one or more men which sup- 
plies the initial energy for a railroad proj- 
ect, a developer. 

“Before the passage of the Transporta- 
tion Act in 1 the developer found tlhe 
chief difficulty of getting a new railroad 
project started, the difficulty of raising 
money. There was, even before the powers 
of veto of a new railroad project were 
specifically allocated to the Interstate Com- 
merce Commission, an intangible power of 
veto resident in vested interests. Rail- 
roads have been built whose chief source 
of possible profit lay in their potential nuis- 
ance value. The fact that the Interstate 


Commerce Commission must be convinced 
before it issues a certificate of necessity and 
convenience as to the real economic need 
for a railroad is of real value. There are 
probably cases where a certificate of neces- 
sity and convenience is issued in response 
to a popular demand for a new railroad that 
is only slightly more sound economically 
than a child’s cry for a new toy. Never- 
theless the Commission has it within its 
power to veto an economic waste. It has 
exercised this power and has shown itself 
capable of resisting popular clamor for a 
new toy. 

“One of the reasons that the word pro- 
moter has an unpleasant suggestion to many 
people is that one of the inducements held 
out for investment in railroad projects in 
the United States and in other countries in 
the past has been whispered ‘insiders’ prof- 
its.’ The story of land grants by the Fed- 
eral and state ernments is an old story 
in the United States, but it was a device 
that the Canadian government and Prov- 
inces of Canada used to induce the build- 
ing of main line and branches of what is 
now the Canadian National Railways.” 


There is no good reason why a pro- 
moter should not be as well regarded as 
a developer, but perhaps the use of the 
latter, term would be a more happy 

. choice. It might have the beneficial 
psychological effect of discount for 
prompt payment of bills, over penalty 
for failure to pay bills on time. 


Ray Morris. 
ompany. 1930. 
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WHAT READERS ASK 


Out of the mail bag of the Editor have come these 
questions ; because they touch upon subjects of broad 
interest to those in the public utilities field, they have 
been selected for publication—together with the an- 
What questions do you want to ask? 


swers. 


QuESTION 
Have any cities in the United 
States the right to control utility 
rates? 


ANSWER 


There are several cities which have the 
right to control rates charged by public utili- 
ties. We most frequently hear of rate fix- 
ing by cities through the means of franchise 
contracts, but in some states the power of 
the state to regulate rates has been dele- 
gated to municipalities. 

The right to delegate this power has been 
sustained, but in Agua Pura Co. v. Las 
Vegas, (1900)-10 N. M. 6, 60 Pac. 208, 50 

224, the court seemed to disapprove 
= phot Bo of the power to fix rates at 
which water should be sold in a city when 
the J itself was a customer. It was said 
in pa 

There i is hardly any law in this land that 
would make the party being furnished the 
judge of the price that he should pay, or 
would say that his arbitrary decision should 
fix the right of the party.” 

For cases in which the power to delegate 
the rate-making function to 4 is dis- 
cussed, see Home Teleph. & a eee . v. Los 
Angeles (1908) 211 U. S. 265 L. ed. 176, 

Sup. Ct. Rep. 50; Spring Valley Water 
Works v. Schottler (1884) 110 U. S. 347, 
28 L. ed. 173, 4 Sup. Ct. Rep. 48. 


e 


QUESTION 
In a community where, because of 
the rocky soil, it is the practice to 
lay water mains and sewer pipes in 
the same trench, should a water util- 
sty be required to extend its mains 


if the city is unwilling, at the time, 
to extend sewer lines? 


ANSWER 


This question was presented to the New 
Hampshire Commission in Berlin — 
Addition v. Berlin Water Co. (1919) P 
1920A, 865, and the Commission ruled that 
an extension of water mains should not be 
ordered. The Commission pointed out that 
it would be unwise to order the extension 
unless the city was ready to put in its sewer 
pipes at the same time. In fact, said the 
Commission, it is not desirable from a sani- 
tary point of view under ordinary circum- 
stances to have running water for domestic 
household use without a sewer to carry off 
the waste. Similar rulings were made by the 
same Commission in Roberge v. Berlin Water 
Co. (1924) P.U.R.1924C, 855; Johnson v. 
Berlin Water Co. (1922) P.U.R.1923A, 507. 

The Wisconsin Commission, however, in 
Wolf v. Waterloo (1924) P.U.R.1925A, 181, 
refused to consider questions relating to 
sewer construction in determining whether a 
water main extension should be ordered for 
domestic purposes. 


QUESTION 
What is the duty of a water utility 
in regard to the freezing of pipes and 
mains? 
ANSWER 


It is well established that there is laid upon 
a water utility the duty to use all reasonable 
means to prevent the freezing of mains 
service pipes. The company must guard 
against such occurrences because of the great 
inconvenience to which its patrons are th 
by subjected, the unsanitary conditions cre- 
ated, and the danger to the community which 
must necessarily result from an inadequate 
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supply of water for the purpose of fire pro- 
tection. Re Reno Power, Light & Water Co. 
ge 1917) P.U.R.1917E, 765. In this case 

e city authorities recommended that the 
mains and service pipes be lowered to a depth 
of at least 3 feet underground to prevent 
freezing where it appeared that pipes had 
been found to be frozen at a depth of 30 
inches. The Commission held that this re- 
quirement was reasonable. In this particular 
instance grading of streets subsequent to the 
installation of the mains had lowered the 
surface to such an extent that the pipes were 
not sufficiently covered. 


e 


QUESTION 
The Supreme Court in the leading 
case of Smyth v. Ames has held that 
among the factors to be considered in 
arriving at value for rate-making pur- 
poses, “the probable earning capacity 
of the property under the particular 
rates prescribed by statute should be 
taken into consideration.” Do Com- 
missions take earning power into con- 
sideration in fixing the value for rate- 
making purposes? 
ANSWER 
The Commissions have held in many cases 


that the capitalization of earnings is not a’ 


sound principle of valuation for rate-making 
purposes. It is difficult to see how such a 
factor could be of weight in determining the 
reasonableness of statutory rates. If such a 
factor were given controlling effect in fixing 
value the statutory rates whether high or low 
would always be reasonable. 

The value of a private business may be de- 
termined by capitalizing its earning power be- 
cause the reasonableness of its charges are 
not in question. If the original cost of a 
private plant or the cost of reproducing it 
were $1,000,000 and the company were mak- 
ing a net profit of $500,000 a year, the value 
of the plant and business would be deter- 
mined not by the original cost or the cost of 
reproduction, but by capitalizing its earning 
capacity. But since the question to be de- 


termined in public utility cases is the rea- 
sonableness of the rates, reasonableness can- 
not be determined by a valuation arrived at 
by capitalizing the earning power of exist- 
ing rates as this would be reasoning in a 
circle. The Supreme Court has said that: 
“The value of the use, as measured by re- 
turn, cannot be made the criterion when the 
return itself is in question; that if the re- 
turn, as formerly allowed, be taken as the 
basis, then the validity of the state’s reduc- 
tion would have to be tested by the very 
rates which the state denounced as exorbi- 
tant; and, that if the return as permitted 
under the new rates be taken, then the state’s 
action itself reduces the amount of value 
upon which the fairness of the return is to 
be computed.” Minnesota Rate Cases, 230 


U. S. 352, 57 .L. ed. 1511, 48 L.R.A.(N.S.) 
a 33 Sup. Ct. Rep. 729, Ann. Cas. 1916A, 


If a statutory rate produced a net income 
of $35,000, and if, in order to determine the 
value of the company’s property, this sum 
of $35,000 were capitalized at 7 per cent, the 
value of the property for rate-making pur- 
poses would be $500,000, and if the value of 
the property were $500,000 irrespective of 
what it cost originally or what it cost to re- 
produce, and a return of 7 per cent were 
deemed reasonable, the statutory rate would, 
of course, be reasonable. This is a manifest 
absurdity. 

However, the earning capacity of a public 
utility company might be a more important 
factor than either the original cost or the 
cost of reproduction in determining value. 
If a utility plant, for example, cost $1,000,000 
originally, and it would cost $2,000,000 to re- 
produce it, but economic conditions were 
such that the company could not earn or 
could never be expected to earn operating 
expenses or any sum which would be deemed 
a reasonable return even on $1,000,000, the 
real value of the property would be fixed by 
its earning capacity rather than what the 
plant cost originally or what it would cost 
to reproduce it. 

But as a practical matter Commissions 
have not considered earning capacity as of 
much if any weight in fixing value, even 
where the companies could not earn a fair 
return on value fixed by a consideration of 
other factors, such as original cost and cost 
of reproduction. It is doubtful if the courts 
would permit a value to stand based on a 
capitalization of earning power. 





Is There Regulatory Rebellion in the Bay State? 


r the next issue of Pustic Utimirims Fortnicutty will appear 
an answer to this question by Epwarp W. Morenouse, who has 


made a particular study of 


this subject. 


The author entertains a 


different view of the validity of Massachusetts regulation than that 


expressed by several recent lawyers and economists. 


In the June 


26th number. 
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“I See by the Papers—” 





* * * * John Chinaman is getting the 
American spirit. The Chinese in inatown, 
San Francisco, have protested an increase 
of telephone rates. 


2 


* * * * The Florida Public Utilities 
Information Bureau announces that Manatee 
county, winner of the high county award in 
vegetables, has been awarded first prize in 
citrus at the south Florida fair. . . . As 
the source of the information is plainly stated 
and as the announcement is strictly factual, 
we assume that it is unobjectionable, per se, 
to even the most captious critics of the utility 
industries. 


2 


* * * * Judge Frederick E. Crane, of 
the New York Court of Appeals, says that 
there is no competition between the state 
and Federal courts, and- warns against being 
“carried away . by those lingering 
prejudices which have accounted in the past 
for so many distorted views and serious 
conflicts.” . Aw, come, Judge, have 
aheart! . . Why not let our political 
kiddies sport a little with this new toy, the 
Federal courts? 


e 


* * * * A representative of the people 
from Carroll County, Kentucky, wants a law 
forbidding railroad companies from remov- 
ing depots without the consent of the ma- 
ited of voters who live in the district. 

. This reminds us of the remark of 
an irate old contractor who was asked when 
he was going to paint his house which was 
badly in need of oil and lead. . . | 
don’t know,” he replied. “I haven’t asked the 
union yet whether I can or not.” 


2 


* * * * When Senator Capper re- 
marked that utility rates are a tax upon 
the people and that levying taxes is a purely 
legislative function, an editorial writer has- 
tened to assure the palpitating public that 
Senator Capper’s sincerity is beyond ques- 
tion. Whenever anyone makes a par- 
ticularly idiotic statement, someone invaria- 
bly assures us that the author is sincere. 

The most interesting thing about 
foolish statements is that those who make 
them generally believe they are true. 


* * * * “Why,” the People’s Lobby 
solemnly inquires, “did the Senate lobbying 
investigating committee not invite President 
Hoover to tell why he lobbied for the sale 
of Muscle Shoals to private interests in his 
message to Congress, the most dreadful form 
of lobbying?” . . Dear me, does the 
People’s Lobb really want the President’s 
messages to ees censored? 

Or does the People’s Lobby expect us to as- 
sume that (as Artemis Ward observed) 
“this is wrote sarkastik ?” 


2 


* * * * A young inventor, with the aid 
of his wife, saved a little money; with it he 
bought a few shares of utility stock, . . . 
Now he wants to know why his right to 
that stock and its oi is not a “human 
right.” He said that he and his 
wife worked hard to get the stock and went 
without necessities they might otherwise have 
had. . “What’s the difference be- 
tween a human right and a prope right 
which some of the United States tors 
talk about?” he asked : Ask your 
Senator, son; go on, ask him! 


2 


* * * * The redoubtable Professor Al- 
bert Levitt of Redding, Connecticut, grade 
crossing crusader extraordinary, recently got 
a bleacher. seat at the meeting of the New 
York, New Haven & Hartford Railroad 
Company by the simple expedient of pur- 
chasing a single share of stock. 

The professor, armed with this certificate, 
moved for the wholesale elimination of grade 
crossings. The motion was not 
seconded, however, ‘so the militant professor 
was left helpless. . It is not 

to be a malefactor of great wealth with pe 
a single share of stock. 


2 


* * * * “So the People May Know,” 
a serious-minded little pamphlet published in 
Kansas City, objects to the sale of gas and 
electric appliances gas and electric com- 
panies. ese appliances, it in- 
sists, must be sold by “legitimate merchants.” 

. Well, Brother, it’s a sad fact, per- 
haps, but it és a fact, that customers have 
funny notions; if the customer gets better 
service at cheaper rates from the utilities he 
may give three cheers for the “legitimate 
merchants” who are charging more—but he 

ives his trade where the bargains are. . . . 


orry! 
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* * * * Tt is reported that Senator 
John L. Buckley has fathered a bi which 
would repeal the charter of the New York 
Telephone Company. ; “The tele- 
phone company,” sezee, “has not yet reached 
the point where it is bigger than the legisla- 
ture, and the one sure and quick way to stop 
the increases would be for the legislature to 
repeal the company’s charter.” . . . Gosh, 
it is hard to conceive of a telephone com- 
pany aiming to be bigger even than the legis- 
lature! . Some folks we know think 
the legislature is one of our biggest creations! 


2 


* * * * Thirty passengers catapulted 
themselves from a bus in mden, New 
Jersey, the other day when a man seated in 
a rear seat fired off a pistol. . . . The 
incident gives us an idea. . Slow 
loading and unloading has always been a 
hard nut for the street railway companies 
to crack. . Why not, when a bus or 
car stops, let someone discharge a pistol. 

, When the passengers are out, have 
someone discharge another pistol for those 
waiting to get aboard. . This would 
save a heluva lot of time in loading and 
unloading. 


2 


* * * * If the ear-splitting noises of 
electric railway traffic on steel rails in city 
streets could be put in some sort of a silencer 
three-fourths of the railway troubles would 
be over. But perhaps this is like 
saying we should have airplanes which go 
straight up like an elevator, come straight 
down with the speed of a feather, land on 
a 10-cent piece if necessary—besides being 
at all times as safe as a go-cart and as easy 
to manage as a bicycle. . . Or as the 
small boy expressed it: “If I had some ham 
I’d have some ham-and-eggs—if I had some 
eggs.” 


z 


* * * * The Detroit municipal railway 
~~ 1 sag considering a fare boost from 6 to 8 
We are informed that in 
1920 and 1921 when the municipal ownership 
campaigns were at their height, the sign- 
boards of the city carried asks slogans as “A 
Seat for Everybody” and “Nickel Fares for 
Detroit.” . The pledges were then 
made that the fare would remain at 5 cents, 
“as public financing was less costly than that 
of private concerns and, therefore, exten- 
sions and erments can be made without 
additional revenues through higher fares.” 
: Well, they had a 5 and a 6-cent 
fare for a while, anyway. ict Meenas 
are often more effective than logic—and hope 
is eternal. . . . hat would the world 
be without illusions ? 


* * * * Some public-spirited folks in 
New York are threatening to raise the 
learned professions of “hairdressers and 
cosmetologists” to the dignity of public utili- 
ties. . . . A bill has been introduced 
at the State Senate which would bring them 
under strict state regulation; Miss Margaret J. 
Briggs, appearing in behalf of this measure, 
said: “Thousands of women throughout the 
state have had their hair ruined by girls who 
know nothing about hairdressing. It is get- 
ting so that shop girls within two months are 
able to open up beauty shops and pose as 
beauty experts. We want this bill to be- 
come law.” . . Before long the New 
York Public Service Commission will try to 
figure adequate service, reasonable rates, and 
the depreciation on a marcelling machine. 
ee Ne y’ imagine? 


2 


* * * * A determined man from New 
Jersey picked up his feet and boarded a 
10-cent cash fare trolley car; instead of fish- 
ing out a dime, however, he tendered the con- 
ductor a shining nickel. This, 


b’ gosh, is all he thought the company ought 
to have and all he would give! . So 
he was arrested for disorderly conduct and 


convicted. . . Forcible resistance to 
the payment of lawful utility charges appears 
to be getting as popular as hunger strikes 
once were. Martyrdom is O. K. with us if 
the martyr’s cause is without blemish, but 
refusing to pay lawful street railway fares 
is like going into a bakery, walking off with 
a bag of buns, and tossing the baker a six- 


.pence instead of a shilling that he demands 


for them. . If the purchaser had 
the whole say about prices, we'd all be rid- 
ing around in Rolls-Royces—until the cur- 
rent stock of ' Gem was exhausted. 


z 


* * * * The Buffalo (N. Y.) News 
announces that the village board of Ellicott- 
ville has served notice on its water patrons 
who have not installed meters that all un- 
metered water service will be double-rated. 

About half the services are metered. 
‘ Customers who do not own meters 
have responded by clapping an injunction on 
the water officials; so the question of the 
right of the village to double its rates to half 
of its customers will, therefore, have to be 
threshed out in the courts. . This 
just goes to show that even a municipal util- 
ity may not always walk arm and arm with 
its customers in a spirit of brotherly love. 
Just imagine what the Hearst news- 
papers would say if a private utility com- 
pany offered to do anything like that to its 
customers! . . . But it couldn’t even 
if it wanted to, because the Commission 
would not let it. ‘ Municipal utili- 
ties, however, are not regulated in New York 
state. 
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The March of Events 





California 


Lower Rates Expected to 
Follow Mergers 


CONOMIES ranging from $1,000,000 to 

$1,500,006 annually may result from the 
merger of the San Joaquin Light & Power 
Corporation, the Great Western Power Com- 
pany, and the Midland Counties Public Serv- 
ice Corporation with the Pacific Gas & Elec- 
tric Company, according to a statement by 
Commissioner William J. Carr. At the time 
the Commission approved the proposed merg- 
er Commissioner Carr said that consumers 
should benefit by this; that the application 
was so premised, and that the testimony of 


e 


A. F. Hockenbeamer, president of the com- 
pany, pointed to it. 

The Pacific Gas & Electric Company, as a 
result of Commission approval, will acquire 
about 62 per cent of the outstanding Great 
Western stock, about 52 per cent of the San 
Joaquin outstanding stock, and all of the Mid- 
land Counties company stock, at a cost of 
$45,625,000. 

Requests for approval of the acquisition of 
additional stock, properties, and business of 
the three companies have not been approved 
by the Commission because of a failure to 
show on what terms the purchase is proposed 
or what is to be paid for it. This part of 
the application was termed premature. 


Distriét of Columbia 


Free Car Rides for School 
Children Advocated 


HE school children of the Capital Ci 
have found a champion in John 7 
Noonan, who is fighting for free street car 
transportation to and from school for pupils 
in the District public schools. He asserts 
that more than 25 per cent of the school 
children of the city come from families 
wholly or partly dependent on charity. 
Mr. Noonan has distributed a map which 
shows many of the schools of the city are 


in the downtown section, which makes it 
necessary for children in the outlying sections 
to go long distances. He cited the case of a 
father who walked 42 blocks to work in or- 
der that his children may have carfare to go 
to school. 

Whatever may be said of the plan as an 
economic or non-discriminatory matter, this 
advocate is apparently so anxious to secure 
free transportation for school children that he 
urges the assumption of the burden by the 
District of Columbia if the transportation 
companies can show that the burden would 
be too great on them. 


e 


Illinois 


Traction Franchise Granted by 
Chicago Council 


N indeterminate franchise to the newly 
created Chicago Local Transportation 
Company was granted by a vote of 47 to 3 
in the city council on May 19th, subject to 
approval of the voters at a special election 
to be held July Ist. 
Under its terms the company is obligated 
to consolidate the surface and elevated lines 
and to operate city owned subways through 


the central business district and feeder busses 
in the outlying area. The company repre- 
sents a merger of the financial interests in 
the existing transit facilities. 

Extensions of 300 miles of lines are 
planned. 

James Simpson, of the Citizens Transit 
Settlement Committee, at the time the ordi- 
nance was signed by the mayor, reviewed the 
appointment and purpose of the Citizens 
Committee, which negotiated the new fran- 
chise, and commented in regard to the ordi- 
nance as follows: 
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“One of the most important immediate 
benefits will be its effect upon unemployment. 
As soon as the new company is organized 
and has accepted the permit, work will be- 
gin on the agreed improvement. Within the 

- ny three years $65,000,000 will be spent by 

the company ard a total of $200,000,000 will 
be spent in ten years. 


“Concurrently the city will be at work con- 
structing subways from money now in the city 
transit fund and from special assessments, 
expending in the neighborhood of $100,000,- 
000. This means employment of thousands 
of men in many trades and occupations and 
the consequent improvement of industrial 
conditions in the city.” 


e 


Kentucky 


Price to Related Supply Com- 
pany Questioned 


HE price paid by the Central Kentucky 

Natural Gas Company to the United Fuel 
Gas Company was criticised by attorneys for 
the city of Lexington in opposition to claims 
that rates fixed for the Central Company 
were confiscatory. Both companies, it seems, 
are owned by the Columbia system. 

A brief filed in Federal court where the 
claim of confiscation is being tested asserts 
that the companies are one common entity 
and enterprise; that a corporation cannot buy 
from itself at a price fixed by itself and then 
use the price for boosting rates to the con- 
suming public. 


e 


The Central Kentucky Natural Gas Com- 
pany has been striving for a 60-cent gas rate 
in place of a 45-cent rate. The Lexington 
Herald informs us: 

“In 1929 the city used 1,336,000,000 cubic 
feet of gas, charged for at 60 cents per 
thousand feet. Out of this money, which 
totals $801,600 for the year, the consumers 
have a chance to recover one-fourth, or $200,- 
400, for their year’s share in the difference 
between 45-cent and 60-cent gas for the year’s 
consumption. Out of each 60 cents paid by 
the consumers, 10 certs is being impounded, 
the gas company receiving 50 cents. If the 
45-cent rate is upheld, the company will be 
obliged to pay back 5 cents additional to the 
— on each 1,000 cubic feet of gas 
used. 


Massachusetts 


Power Bills Favored by Legisla- 
tive Committee 


HE legislative committee on power and 

light has reported favorably on seven of 
the ten bills recommended by the special com- 
mission which studied the public utilities situ- 
ation in Massachusetts. Adverse reports were 
made on six measures filed by a minority dis- 
senter of the special commission. 

Among the bills reported favorably is one 
extending the law authorizing municipalities 
to buy and operate municipal lighting plants. 
The committee eliminated from this bill, 
however, a provision that the Department of 
Public Utilities should have the final say in 
determining property to be taken and the 
price to be paid. The right of appeal to the 
courts from decisions of the Department has 
been vigorously opposed. The Boston Post 


ys: 
“The committee’s recommendations for 
broadening the powers of the State Depart- 
ment in , Bnd with light and power com- 
panies include the right to examine into con- 


tracts, records, and agreements between com- 
panies over which it has jurisdiction and any 
companies affiliated with them. Another rec- 
ommendation is that utility companies be re- 
quired to furnish to the Department all in- 
formation requested as to the affiliations of 
— of such companies with other com- 


pani 

“Another bill would require lighting com- 
panies to secure approval of the Department 
in a contracts extending for a year or 
more. e present law does not require such 
po unless the contracts are to run for 
three years. 

“Service contracts with managerial com- 
panies would be subject to review by the 
State Department, especially with reference 
to the amount paid for such service, under 
another recommendation of the legislative 
committee yesterday. 

“The committee recommends also that the 
State Department be authorized to order 
power companies to supply municipal or pri- 
vate operating companies with power in the 
event that the power companies had previous- 
ly refused to give such service.” 
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Complaint against Edison Rates 
Is Widened 


: go Commission has for several months 
been investigating the rates of the Edison 
Electric Illuminating Company of Boston as 
a result of a petition filed against the com- 
pany’s maximum rate. The scope of the hear- 
ings was extended on May 14th when Attor- 
ney Wycliffe C. Marshall, counsel for a group 
of consumers, filed an amended petition pro- 
testing against “the unreasonableness of the 
company’s rate schedule as a whole.” 

The evidence during the many hearings, 
says the Boston Transcript, has been such as 
to affect the entire rate schedule, and Mr. 
Marshall, being of the opinion that in making 


a final decision, the Commission could, as far 
as the consumers’ original petition is con- 
cerned, make a finding only as it concerns 
the maximum rate, filed the amended peti- 
tion. 

Charges were made at a hearing on May 
8th that the residential consumers are required 
to bear the burden of commercial customers. 
The Boston Globe says: 

“Mr. Marshall, counsel for certain consum- 
ers, testified regarding the effect of furnish- 
ing of current to the various outside electric 
companies on the Edison Company’s ‘peak 
load.’ He claimed that the ‘peak’ of the out- 
side companies comes about the same time 
as the Edison Company and believed the con- 
tention of the company that the ‘peak’ was 
due to residential customers was not correct.” 


e 


Missouri 


Store Claims Contract Rate 
Superseded by Tariffs 


uit has been filed by a department store 

in St. Louis against the Union Electric 
Light & Power Company to recover $400,000 
which it asserts was an overcharge since April 
1, 1924. The basis for this contention is that 
the electric utility at that time took over the 
generating station of a company which had 
contracted to sell current at fixed rates, but 
that the utility has discriminated against the 
department store by continuing to charge the 
contract rate instead of its regularly filed 
charges. 

Frank Sullivan, one of the attorneys for 
the department store, explained the situation 
to the St. Louis Post-Dispatch as follows: 

“He said that in 1912 the store leased to 
the Light & Development Company space in 
the basement of the Kingston Building at 
Seventh and St. Charles Street for a gener- 
ating station and made a long term contract 
to buy electricity from the Light & Develop- 
ment Company. The latter company trans- 
ferred its lease and contract to Cupples Sta- 


tion Light, Heat & Power Company and on 
April 1, 1924, the Cupples Station Company 
was taken over by Union Electric. 

“It is the contention of the plaintiff, Sulli- 
van said, that the service is now being sup- 
plied by a public utility, Union Electric, 
whose rates are fixed by the State Public 
Service Commission, and not subject to pri- 
vate contract. On the other hand, Sullivan 
said, the defendants claim for the Cupples 
Company the status of a private citizen with 
full rights of private contract. 

“In the petition, Sullivan pointed out, it is 
charged that Union Electric has divested the 
Cupples Company of all its assets and keeps 
the latter company alive in form only for the 
purpose of rendering bills to Famous-Barr; 
that the Kingston Building plant no longer is 
used as a generating station, but as a trans- 
forming station for current brought from 
other sources by Union Electric. . . . 

“Vice President Boehm of Union Electric 
said the case was not simply a matter of 
rates, but that the terms of the lease of the 
property by Cupples Company are involved. 
He declined to give the details of the com- 
pany’s defense.” 


e 


New Hampshire 


Commission Probes Utilities 


T= Public Service Commission on May 
_4& 16th ordered four public utility compan- 
les to appear on June 3rd for an investiga- 
tion. The companiés were the New Hamp- 
shire Gas & Electric Company of Portsmouth, 
the New England Electric Company of Derry, 


the New England Gas & Electric Association, 
and the Associated Gas & Electric Company. 

The proceeding was declared to be for the 
purpose of informing “the Commission 
whether or not any or all of the said com- 
panies have complied with all provisions of 
laws and orders of the Commission.” 

The Commission on May 15th, according 
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to the Boston Transcript, suspended from sale 
in New Hampshire the $20,000,000 of New 
England Gas & Electric Association 5 B wd 
cent convertible gold debenture bonds. he 
Transcript continues : 

“The Derry Electric Company was recently 
put into a receiver's hands. The company is 
a unit of the Associated Gas & Electric Com- 
pany. The New England Gas & Electric As- 
sociation is reported to control the New 
Hampshire Gas & Electric Company. 

“Concurrent with the bond sale, the Com- 
missioner revoked the dealer in securities li- 
cense held by the Associated Gas & Electric 
Company and ordered the company to return 
all licenses issued to salesmen automatically 
affected by the revocation order. The com- 
pany was informed that this action was being 
taken because of ‘the investigation contem- 
geet by the Public Service Commission of 

ew Hampshire.’ 


“In its order instituting the investigation 
the Commission ordered the companies to be 
represented by duly authorized persons and 
to submit to the Commission complete in- 
formation as to outstanding issues of stock, 
bonds, notes, or other forms of indebtedness 
of the companies and any type of person or 
corporation associated with them in any ca- 
pacity. It required the submission of com- 
plete financial statements and authority, both 
corporate and governmental, for issuance of 
evidences of indebtedness, together with com- 
plete copies of all contracts and correspond- 
ence relating to finances of the utility com- 
panies. 

“The order also required submission of 
complete and detailed statements of the fi- 
nancial structures of the named companies 
and all associated companies, together with 
complete lists'of stockholders, shareholders, 
and owners ‘both nominal‘ and beneficial.’” 


e 


New Jersey 


Fares under Investigation 


ey of the Commission who are 
preparing for hearings in the fare case of 
Public Service Co-ordinated Transport, ac- 
cording to the Newark News, are proposing 
to determine a valuation by the following 
method: The valuation determined by a spe- 
cial master in 1921 will be adjusted and 
brought up to date. For this purpose there 


must be taken out of that valuation at the. 


prices used in it all property abandoned or 
no longer used in the service. The historical 
or book cost would be translated into corre- 
sponding reproduction costs. 

The finding of an exact value, it is said, 
will not be their object, but with an approxi- 
mate value of the trolley property today as 


New 


Temporary Fare Increase Asked 
in Buffalo 


FEDERAL statutory court took under con- 

sideration on April 24th a plea by the In- 
ternational Railway Company for a tempo- 
rary order allowing a 10-cent fare in Buffalo. 
Members of the court met on May 3rd, after 
which it was intimated that it might be sev- 
eral weeks before a decision could be made. 
There is a mass of testimony, briefs, affida- 
vits, charts, and exhibits to be perused by 
the judges. 


well as the value of the bus property, the in- 
vestigators will be in a position to test the 
return upon them. 

Linked with the issues of valuation and 
fares, says the News, are two others. One 
is the question of competition with independ- 
ent bus operators, notably in Hudson county; 
the other is the question of proper service. 
Public Service, while in theory a transporta- 
tion monopoly, is like most of the trol 
systems of this day forced to compete wi 
independent bus operators. 

The company has been operating for sev- 
eral months with a 10-cent fare, or ten tokens 
for 50 cents, as an experiment. Efforts be- 
fore the courts to upset this experiment have 
failed. Several cities are actively opposing 
the new fares. 


3d 


Y ork 


Attorneys for the city of Buffalo suggested 
immediate appointment of a master to hear 
evidence in the trolley fare case. The city 
wanted the temporary increase to be denied 
as it was ready to try the case itself at an 
early date. 

The city of Buffalo has attacked the com- 
pany’s valuation and charged mismanagement 
and operation of worn out street cars. One 
of the targets for attack was a claim of 
$22,165,106 for intangibles, including super- 
vision, engineering service, commissions, fees 
for lawyers, operating schedules, losses, and 
other items. The city estimated these at 
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$3,199,016 in making out a reproduction cost 
of $19,000,000 for the system. Representa- 


tives of the company ‘claimed a valuation of 


$60,290, 131 


7 


Pennsylvania 


Utilities Urged to Have Open 
Mind on Utility Laws 


Hnitip H. Gadsden, vice president of the 
United Gas Improvement Company, in an 
address before the Pennsylvania Gas Asso- 
ciation on April 30th, urged the companies 
not to oppose any and all amendments to the 
Public Service Commission laws, but to con- 
tinue to approach them with open minds pre- 
pared to accept such as seem to be necessary 
to give the Commission complete jurisdiction 
over operating companies. The Philadelphia 
Public Ledger reports: 
“Mr. Gadsden pointed out that it is the 
licy of public utilities to put into effect 
ower and lower rates in order to induce 
greater and greater use of the service, and 
that as a result of this policy, according to an 
official statement of the Pennsylvania Public 
Service Commission, reductions in gas and 
electric rates during the years 1927, 1928, and 
1929 have resulted in a cumulative saving to 
customers of more than $20,000,000. United 
Gas Improvement has made reductions in gas 
and electric rates during the last five years 


which have resulted in a direct saving to cus- 
tomers of more than $8,500,000, said the 
speaker.” 

The speaker said that in his judgment the 
only thing which would make the general 
acceptance of public ownership possible would 
be the break down of state regulation, and 
that the complete answer to public ownership 
agitation is effective, courageous, comprehen- 
sive regulation by Public Service Commis- 
sions. He declared that the utilities should 
lend aid to the adoption by states of compre- 
hensive public service regulation acts. He 
continued : 

“The demand for Federal regulation on the 
one hand, and government ownership on the 
other, is predicated to a large extent upon the 
charge that state regulation has fallen down. 
While it is easy to demonstrate that this is 
not true, the most convincing way to meet 
such charges is to strengthen and broaden the 
regulatory powers of the Commissions so as 
to leave no doubt in the minds of our cus- 
tomers and the public generally that Public 
Service Commissions are the most effective 
agencies for the protection of the public in- 
terest.” 


e 


Rhode Island 


Taxicab Hearing 


HE Commission has been busy with peti- 
tions of taxicab operators for certificates 
of public convenience and necessity to con- 
tinue operation after July Ist under the 
new taxicab law passed by the legislature 
this year. This law placed the cabs un- 
der the control of the Utilities Commission. 
Terminal Cab, Luxor, and Red Top, which 
are controlled by the Rhode Island Public 
Service Company, and control approximately 
80 per cent of the cabs operated in Provi- 
dence, are among the petitioners. 
A statement announcing the purchase of 


several taxicab companies and independents 
by the Public Service Company, according to 
the Providence News-Tribune, states that for 
the present the cabs will be operated at the 
present rate of 25 cents in Providence, but 
that after July Ist when the Commission as- 
sumes supervision of all taxicabs operating 
in the city, fares may be boosted so that com- 
petition with the street railway will be mini- 
mized. 

The company has announced the principle 
of adequate service at reasonable rates. Dur- 
ing the past there has been considerable price 
cutting, and a taxicab rate war has made the 
transportation system uncertain. 


e 


Washington 


Tacoma to Buy Company Power 
to Avoid Shortage 


HE city of Tacoma, under a contract ne- 
gotiated with the Puget Sound Power & 


Light Company, according to the Tacoma 

News-Tribune, will buy its power from the 
private company until all power projects now 
being constructed by the city can be complet- 
ed. This is expected to eliminate all possibil- 
ity of the power shortage next Fall like that 
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experienced last year which played havoc with 
Tacoma industry. The News-Tribune says: 

“The contract will mean that the city will 
discontinue purchasing power from the city 
of Seattle, except at such times that the pow- 
er company is unable to furnish the power or 
when the city’s demand is greater than the 
20,000 kilowatt maximum named in the con- 
tract under consideration. 

“The rates to be paid the Puget Sound 


Power & Light Company under the contract 
are materially lower than those now paid to 
the city of Seattle for similar service. 

“Hydroelectric power would be delivered in 
Tacoma at 4-cent per kilowatt hour. The 
Seattle price is the same, but the power is 
delivered at the Seattle end of the intertie 
system, necessitating the city of Tacoma, ab- 
sorbing the line loss which is about 8-10 mills 
per kilowatt hour.” 


=e 
West Virginia 


New Rates to Encourage Use 
of Electricity 


Rt schedules agreed upon by the West 
Virginia Public Service Commission and 
the Appalachian Electric Power Company, 
operating throughout southern West Virgin- 
ia, effective July Ist, are expected to encour- 
age a larger use of current by means of lower 
rates for large consumption. This should 
stimulate the use of appliances. 

The new schedules were declared by Chair- 
man I. Wade Coffman, of the Commission, to 
be a departure from the system of charges 
that have been in use for years based en- 
tirely on a rate per kilowatt hour of consump- 
tion. They set up three types of domestic 
service and provide for monthly consumer 
service and energy charges for kilowatt hours 
consumed. 


It has been explained that the rates amount 
to a reduction in general from 15 to 30 per 
cent under rates now in effect. Uniformity 
in all districts is one of the features of the 
new schedules. The Huntington Herald-Dis- 
patch informs us: 

“General lighting service rates under the 
new schedule call for a customer’s charge of 
$1 monthly and 4 cents per kilowatt hour for 
energy consumed. For general domestic serv- 
ice, the monthly customer’s charge will be 
$1.25 while the energy charges will be 4 cents 
for each of the first 50 kilowatt hours and 
3 cents per kilowatt hour for all over 50 kilo- 
watt hours. Rates for domestic service in- 
cluding range and water heating will be $2 
monthly customer’s charge and 4 cents for 
each of the first 50 kilowatt hours, 3 cents 
for each of the next 150 kilowatt hours and 
2. cents per kilowatt hour for all energy con- 
sumed in excess of 200 kilowatt hours.” 


e 


Wisconsin 


City and Street Railway Take 
Fare Case to Court 


HE Electric Company on May 9th insti- 

tuted suit in the Dane county court to 
review the recent order of the Railroad Com- 
mission fixing street railway fares. Earlier 
in the week the common council ordered the 
city attorney to appeal from the same deci- 
sion. 

The company contends that the increased 
revenues obtained by the order will be insuf- 
ficient, while the city contends that the fares 
fixed will result in discrimination against city 
residents. Both parties object to the exten- 
sion of the single fare zone. The company 
wants the old zone restored which would not 
include North Milwaukee, while the city 
wants the first zone to include North Mil- 


waukee by following the boundaries of the 
municipality. 

The proceedings before the Commission 
were started by the company in January, 
1928, when the railway asked for higher 
fares, with reductions for regular riders. The 
city in September, 1929, complained against 
the company demanding that the single fare 
area be extended to North Milwaukee follow- 
ing annexation of that suburb. Later the 
city amended its petition to include in the 
single fare area all territory within the cor- 
porate limits. 

After several hearings the Commission au- 
thorized a 10-cent cash fare in the metro- 
politan district. This was a victory for the 
suburbs. There was also authorized a rate 
of six tickets instead of the former eight 
tickets for 50 cents, as well as a weekly 
transferable unlimited pass for $1. 
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The Latest Utility Rulings 


InpIANA Commission: Re Hendricks 
County Telephone Co. In modifying con- 
siderably a proposed rate increase for tele- 
phone service at Clayton, Hazelwood, and 
Stilesville, Indiana, the Commission took in- 
to consideration the value of the service to 
the public and stated that “to fix rates in the 
instant case that would yield a return of 7 
per cent upon the estimated cost to repro- 
duce the property depreciated would result 
in rates that would make the charges for 
service excessive.” 


InpIANA Commission: Re Knightstown 
Telephone Co. v. Kreig. An individual hav- 
ing constructed a high tension electric wire 
in such way as to destroy the usefulness of 
a telephone line of the complainant by rea- 
son of electrical induction was directed to re- 
move his lines and not to construct them ex- 
cept under supervision of the Commission’s 
engineer. 


Kentucky Court or Appeats: Red Dia- 
mond Bus Line Co. v. Cannon Ball Trans- 
portation Co. The Commissioner of Motor 
Transportation was held to have no author- 
ity to grant an application for a certificate 
of convenience and necessity for the opera- 
tion of a bus line over a route, where two 
or more lines have already been established, 
in the absence of proof that existing service 
is insufficient. The Commissioner’s powers 
= ae to be limited by Kentucky statute 


Missourr Commission: Re Burlington 
Transportation Co. As between two motor 
carriers asking authority to operate between 
the Iowa-Missouri State Line and St. Joseph, 
the Commission awarded the certificate to the 
Burlington Transportation Company, which 
proposed to render not only interstate serv- 
ive over the whole route, but also a limited 
intrastate service. The Commission took the 
occasion to comment upon the futility of 
much irrelevant and incompetent testimony 
adduced in such cases. 


Missourr ComMIssion: Re Westhoff Light 
& Power Co. A small electric company op- 
erating in good faith without authority of 
the Commission and without having filed 
proper rates and schedules with the Commis- 
sion, was directed to comply with the law im- 
mediately, the Commission suggesting such 
matters as were necessary in achieving such 
compliance. The Commission also suggested 
that the company take proper steps to install 
alternating current where numerous custom- 
ers had complained of the direct current. 


NesraSKA CoMMISSION: Re Continental 
Telephone Co. Application of the Continent- 
al Telephone Company for authority to es- 
tablish automatic service and to charge cer- 


tain rates therefor at Columbus and Duncan 
exchanges was granted. The proposed rates 
were calculated to yield a return of approxi- 
mately 6 per cent. The Commission stated 
that the expense of such service improve- 
ment should be borne by the utility and not 
amortized as an annual operating expense in 
view of the fact that the company had vol- 
untarily solicited such a change. 


NesrasKA Commission: Re Nebraska 
Natural Gas Co. An application by a natural 
gas company for authority to issue 5,000 
shares of its common stock, 10,000 shares of 
its preferred stock, and bonds in the amount 
of $1,000,000, was granted. The Commission 
in commenting upon the fact that the appli- 
cant was the first company to bring natural 
gas into the state of Nebraska ruled that it 
should properly be considered as a public util- 
ity subject to Commission regulation. 


New Jersey Commission: Re Hackensack 
Water Co. A horizontal increase of 20 per 
cent in rates was approved. A rate base of 
$21,500,000 was fixed. 


New York Commission: Re Niagara Pow- 
er Corp. The Niagara corporation was di- 
rected to produce actual evidence that its pro- 
posed absorption of the Mohawk Hudson 
Power Corporation is in the interest of the 
public as a prerequisite to Commission ap- 
proval. 


New York DEPARTMENT oF Pustic Serrv- 
1cE: Huntington Chamber of Commerce v. 
Long Island Railroad Co. An improvement 
of service was ordered along the Long Beach, 
Huntington, and Far Rockaway route. The 
company was ordered to make studies cover- 
ing the feasibility of a higher acceleration 
for its multiple unit and electric locomotive 
equipment. 


Onto Commission: Re Railway Express 
Agency, Inc. The express company was au- 
thorized to operate as a motor carrier between 
certain points where railroad train service pre- 
viously used by the express company had 
been abandoned and where no other facili- 
ties were available for its use. The order of 
the Commission rescinded a previous order, 
issued last March, refusing such authority. 


OKLAHOMA SuprEME Court: Oklahoma- 
Arkansas Telephone Co. v. Southwestern Bell 
Telephone Co. An order of the Corporation 
Commission directing an independent tele- 
phone company to turn over certain toll funds 
to the Bell Telephone Company in accord- 
ance with a mutual agreement entered into 
between the connecting companies was re- 
versed. The court held that the Commission 
was without authority to order connecting 
telephone companies to make settlements on 
the basis of mutual agreement, and that the 
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Oklahoma Constitution ($ 5, article 9) con- 
tained a mandatory provision requiring phys- 
ical connection of telephone lines operated for 
hire so as to permit a continuous transmission 
of messages for the convenience and benefit 
of the public. The appeal was taken by the 
independent telephone companies. (Reviewed 
in the next issue.) 


PENNSYLVANIA Pusiic Service ComMIs- 
sion: Re Dalton Street Railway Co. The 
Dalton Street Railway Company and other 
railway companies were given authority to 
sell certain electrical generating property to 
the Abington Electric Company upon evi- 
dence that the price to be paid for the prop- 
erty was reasonable, and that operating 
economies would accrue, and that the cost of 
purchased power to the traction companies 
under the proposed arrangement would not be 
in excess of the cost of generation under their 
own management, particularly in view of the 
intention of the Abington Company to build 
a competitive plant should the authority be 
refused. For these reasons the Commission 
overruled the objections of the bondholders 
of the traction companies that their security 
would be impaired by the proposed sale. 


PENNSYLVANIA Supreme Court: Tyrone 
Gas & Water Co. v. Tyrone Borough. An 
order of a lower county court authorizing 
a borough to acquire the water works of a 
combination utility without also acquiring the 
gas works of the utility was reversed. The 
court held that an acceptance by the combina- 
tion utility company especially chartered in 
1865 to carry on the joint business of sup- 


plying gas and water, of the provisions of a - 


general incorporation act in 1874 was in no 
sense the abandonment of its right to pursue 
both businesses, and that the municipality 
after twenty years could not acquire the wa- 
ter works without also acquiring the gas 
business. 


Uran Pustic Urmitres Commission: Re 
Pickwick Stage Lines, Inc. Applications of 
the Pickwick Stage Lines, Inc., Utah Parks 
Company, Salt Lake & Utah Railroad Com- 

y, and Rio Grande Motor Way of Utah, 

c., to render automobile passenger, baggage, 
and express service between Salt Lake City 
and Payson over U. S. Highway No. 91, com- 
monly known as the Arrowhead Trail were 
denied. The Pickwick Stage Lines, Inc. and 
the Utah Parks Company were authorized to 
render service over Highway No. 91, between 
Payson and the Utah-Arizona State Line. 
The Commission denied the petition of the 
Salt Lake & Utah Railroad Company to re- 
voke the inactive certificate of T. W. Boyer 


Unrrep States Supreme Court: Georgia 
Power Co. v. Decatur. The court affirmed 
a judgment of the supreme court of Georgia 
requiring a street railway to continue service 
under a contract fixing a specified rate of 


fare. Although the company alleged con- 
fiscation because it was losing money, the 
contract was held to be still in force. 


Unitep Srates Supreme Court: Broad 
River Power Co. v. South Carolina. A re- 
quirement by the supreme court of South 
Carolina that a consolidated street railway 
and power company resume operation of 
street railway service previously abandoned 
was upheld. 


Unrrep States Supreme Court: Corpora- 
tion Commission of Oklahoma v. Love. The 
court reversed a lower court ruling under 
which the Commission was restrained from 
issuing a ginning license to a co-operative 
company. It was ruled that an individual 
operating a cotton gin was not deprived of 
property rights by the grant of a license to a 
competitive co-operative organization. 


Unrrep States Supreme Court: North 
Dakota Railroad Commissioners v. Great 
Northern Railway Co. It was held that in- 
trastate railroad rates fixed by a State Com- 
mission must be considered lawful until they 
are adjudged by the Interstate Commerce 
Commission to cause an unjust discrimina- 
tion against interstate commerce. 


Wisconsin Commission: Re Atwood Tel- 
ephone Co. An application for an order to 
impose a straight message rate instead of a 
flat switching charge on two rural lines was 
denied upon evidence of the inconvenience 
that would accrue to the subscribers affected. 


Wisconsin Commission: Re Milwaukee 
Electric Railway & Light Co. Recent 
changes were made in the street car fares 
and boundaries of the single fare area of the 
Milwaukee Electric Railway & Light Com- 
pany to take effect May 4th. Some fares were 
increased within the city limits and reduced 
in the suburbs by giving outlying cities and 
villages a single fare. The company was 
asked to reduce electric rates and power rates 
sufficiently to offset the resulting increase in 
revenue to the company under the new fare 
schedule. The increased cash fare was from 
7 to 10 cents, tickets to be sold at six for 50 
cents, as compared with the old rate of eight 
for 50 cents. The background of this deci- 
sion was the controversy which has long 
waged over the annexation of North Mil- 
waukee, and the demand by that community 
that the single fare area be extended to its 
northern limit. In outlining the limits of the 
single fare area the Commission order ig- 
nores city boundaries. 


Wisconsin Commission: Re Waunakee 
Telephone Exchange. An application of a 
telephone company for a 25-cent differential 
between desk sets and wall sets was modified 
to 15 cents where a 25-cent differential al- 
ready existed between hand sets and other 
equipment. 
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A Change of Regulatory Policy toward 
Rural. Electrification 


RE the Commissions doing 
A something for farm relief? 

Apparently all the statistics 
and data about the plight of the far- 
mer brought forth during the recent 
discussion about Federal aid has had 
its effect on regulatory bodies. One 
of the outstanding developments in 
the last few months in the regulation 
of electric utilities has been an appar- 
ent change of policy of certain Com- 
missions with regard to rural electri- 
fication. This change, which has al- 
most reached the proportion of a def- 
inite trend, appeared almost simul- 
taneously in three states, Alabama, 
Georgia, and Ohio. It is now under 
serious consideration in New Hamp- 
shire. 

What change? Well, in a nutshell, 
these Commissions are beginning to 
make electric companies extend serv- 
ice into rural territory without the 
guarantee heretofore required by 
these utilities. It used to be the prac- 
tice and still is in most states for the 
Commission to compel electric com- 
panies to extend service to rural con- 
sumers only when the cost, or some 
portion thereof, is paid by the pros- 
pective users of electricity. 

Now, all promises to be different in 
the three states mentioned. Last No- 
vember the Georgia Commission is- 
sued an order directing a reduction 
in rates in rural territory calculated 
to stimulate rural electrification. 


The Alabama Commission hasn’t 
definitely taken the step, but it has or- 
dered all the electric companies of that 
state to show cause by June 2nd why 
it shouldn’t. In a statement issued 
May 10th this Commission stated : 


“The Commission is of the opinion 
that it is the duty of all electric utili- 
ties in the state to extend their serv- 
ice lines into rural territory at their 
own expense when it is economically 
possible. Even at a cost somewhat 
above the general average of rates for 
urban centers the cost of electricity 
and electric power, where it is prac- 
ticable to adapt electricity to farm 
power requirements, would be much 
less than the present cost of mechani- 
cal and animal power in use, and for 
this reason every interest in the state 
should do its part in bringing the ad- 
vantages of electricity to the largest 
and most important of our indus- 
tries.” 


From Ohio came an order of the 
Commission last May 7th, directing 
an electric company having a rural 
line paid for by customers to furnish 
service to other prospective customers, 
regardless of the refusal of the new- 
comers to share the cost of construc- 
tion. Last April, the Ohio Commis- 
sion ruled that electric companies must 
make line extensions at their own ex- 
pense, where rural customers are will- 
ing to sign 4-year contracts paying a 
minimum monthly bill of not more 
than 2 per cent of the proportionate 
cost of extension. 
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Chairman Morse of the New 
Hampshire Commission announced 
May 13th that his board was making 
a study of the most equitable method 
of providing for rural electrification, 
pointing out that at present prospec- 
tive rural customers are required to 
pay part of the cost of extensions. 

Now, what is the effect of this pol- 
icy? Electric utilities are permitted 
by law to charge enough to earn a rea- 
sonable return, regardless of the par- 
ticular rates to different classes of pa- 
trons. So it can be easily seen that 
any operating loss resulting from an 
extra liberal rate to the farmer will 
have to be made up by the rates of 
his urban brother. 

Perhaps it is a good policy. Direct 
Federal aid to the farmer by recent 
congressional action was predicated 
on the principal that the farmers’ 


troubles are of such concern to the 
country at large as to warrant subsidy 
from the Treasury. Likewise, the 
progress of rural electrification may 
be so important as to require a help- 
ing hand from everybody. 

But should “everybody” be restrict- 
ed to the urban electric consumers? 
If rural electrification is everybody’s 
problem, wouldn’t a direct subsidy 
from tax funds be more equitable than 
making other electric consumers 
bear the whole burden? What par- 
ticular benefit do these other electric 
consumers get from the progress of 
rural electrification that does not ac- 
crue to people who do not use elec- 
tricity? Better crops, better vegeta- 
bles, contented cows and farmers— 
are all these blessings solely for the 
advantage of the urban or commercial 
user of electricity ? 


Street Railways and the Service Charge 
him when he hasn’t used either serv- 


NE of the biggest problems facing 

public utility companies today is 
how to reward the good customer and 
burden the occasional one according 
to their respective merits. This prob- 
lem is important not as an abstract 
matter of justice, but because scien- 
tific rate revision, good public rela- 
tions, and the general economic 
soundness of the utility business de- 
pend upon putting the costs where 
they belong. 

But how can they do it without 
roughing up smooth public relations? 
How can the gas and electric compa- 
nies convince the customer who goes 
away for the summer that he ought to 
pay for the cost of readiness to serve 


ice? These companies have reached 
some degree of success by disguising 
service charges in monthly “minimum 
charges.” 

The street railway companies, how- 
ever, have the same problem without 
such a handy remedy. They cannot 
charge street car riders minimum 
bills. The nearest they can come to it 
is to charge more for cash fares than 
for tokens, thereby making the occa- 
sional rider pay more than the patron 
who rides a given number of times. 

But that doesn’t offset the inequal- 
ity between the occasional rider and 
the faithful regular rider. The occa- 
sional rider may ride just often 


792 





PUBLIC UTILITIES FORTNIGHTLY 


enough to warrant the purchase of a 
set of tokens and still not bear his 
share of operating cost with due re- 
gard to his use of the service. 

During the past year two important 
experiments have been made by street 
railway companies to reward the 
faithful rider and to stimulate patron- 
age. In St. Louis, at the suggestion 
of the Missouri Commission, the 
street railway company has sold week- 
ly commutation tickets for 90 cents, 
good for twelve rides if used within 
the week, and permitting rides to tick- 
et holders in excess of twelve at 5 
cents a ride during the same week. 
The casual rider is charged a cash 
fare of 10 cents. 

More recently, the Wisconsin Com- 
mission has permitted the Milwaukee 
Electric Railway & Light Company to 
sell a weekly pass for $1 which is good 


for an unlimited number of rides and 
is transferable. The cash fare is 10 
cents. This is an effort to stimulate 
an off-peak load and at the same time 
reward the faithful riders. 

There will probably continue to be 
more attempts to fix the burden of the 
cost of ready street railway service. 
In New York city, where the cost of 
subway operations is borne, in part at 
least, by the taxpayer—this factor of 
ever ready service to the community 
may be argued as the economic jus- 
tification for such assessments. In 
New Hampshire the exemption of un- 
profitable street railways from taxa- 
tion has a similar background. Boiled 
down, it simply amounts to the fact 
that a transportation system, ever 
ready to serve a community, is a bene- 
fit to everyone in such a community 
whether he ever uses it himself or not. 


Is It the Duty of a Traction Company 
to Run Busses? 


US operations are supposed to 
serve a definite public need in or- 
der to justify their existence. When 
there is already an established trans- 
portation agency in the field, this new 
public need, if we correctly interpret 
established regulatory principles, must 
be in addition to or at least not vitally 
adverse to the public need for the ex- 
isting service. 

Of course, it may so happen that 
the need for the new service, while se- 
riously adverse to the existing serv- 
ice, is superior to it. The number of 
people served seems the fairest and 
surest test. Will the greater number 
benefit by the proposed service? Per- 


haps existing service is inadequate or 
rates are much higher than the pro- 
posed service. What do the majority 
of the people need? 

Only a few weeks ago, the Missouri 
Commission turned down an applica- 
tion of a bus operator for authority 
to render service over a line substan- 
tially in competition with an estab- 
lished traction system. Evidence 
showed that the motor carrier was 
handling 500 passengers a day—the 
street railway was handling 8,700 pas- 
sengers a day. Which service was 
more useful to the public? The an- 
swer was simply a matter of mathe- 
matics. 
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It is significant to note, however, 
that the Missouri Commission, in 
turning down the application of the 
motor carrier, at the same time or- 
dered the street railway company to 
install bus service to take care of the 
passengers previously carried by the 
bus operator. The 500 a day load was 
not sufficient evidence to warrant 
competitive service. But it was sufh- 
cient evidence that a fair fraction of 


the citizens wanted to ride on rubber 
and not by rail. 

This seems to be following the prin- 
ciple of regulated monopolies to its 
logical conclusion. The existing 
transportation companies owe a duty 
not only to themselves, but to the pub- 
lic at large to keep their service free 
from such competition as can be antic- 
ipated by a wide-awake public utility 
management. 


The Great Future Battle of Service 


LL the creature comforts of man- 
kind can be resolved into four 
elemental requirements — eating, 


drinking, shelter, and clothing. Mod- 
ern complex civilization has, however, 


divided these four simple demands in- 
to thousands of refinements. Utility 
service is used in the fulfilment of all 
four. We cook with gas. We drink 
water—occasionally, at least. We 
light our homes with electricity and 
build them with powered engines. 
Our clothes are made in mills operated 
by electricity, stored in warehouses, 
and shipped by common carriers. 

In all of these fields, some form of 
utility has monopolized different spe- 
cial phases of service to man—monop- 
olized them often to the extent of 
reaching the saturation point. Bar- 
ring advances in rural electrification 
—there will be no startling increase 
in domestic electric patronage beyond 
the normal increase of population 
within the next twenty years. 

Looking far ahead, therefore, the 
question presents itselfi—where will 
the utilities of the future grow? The 
answer is—new fields. When its 


available field becomes crowded, a 
business must either take over or cre- 
ate a new field, or else resign itself 
to the supply of current demand. 

One of the best reasons for the ra- 
pid development and success of the 
electric industry has been its ability to 
break into new fields. Not satisfied 
with illumination, it has stormed and 
captured the businesses of refrigera- 
tion, house cleaning, house cooling, 
and is at present laying siege to the 
field of cooking. The gas industry, 
also, has lately stirred itself and has 
started a competitive battle for many 
of these new fields. 

To these two industries then is giv- 
en the greatest promise of future ex- 
pansion. House heating, now in the 
hands of the coal industry, is the logi- 
cal big prize to be fought for. The 
late electric wizard, Steinmetz, pre- 
dicted the ultimate discovery of a 
practical method for house heating by 
electricity at low cost. So far, this 
prediction has not materialized—but 
much midnight oil or electric current 
is being burned in the research labora- 
tories of the electric companies. 
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NEW YORK DEPARTMENT OF PUBLIC SERVICE 
METROPOLITAN DIVISION (TRANSIT COMMISSION) 


Re Interborough Rapid Transit Company 


[Case No. 2989]. 


Security issues — Capitalization of interest profits. 
There being some question as to the propriety of permitting a utility to 
issue securities to raise money amounting to the difference between an 
amount allowed for interest during construction under a certain contract, 
and the amount actually paid out for such interest—or a so-called “interest 
profit”—the Commission deducted such amount from the total requested 
in an application for authority to issue securities, without prejudice to the 
right of the utility to have the propriety of such deduction considered on 


a subsequent application. 


[April 9, 1930.] 


Aen of @ rapid transit company for authority to 
issue certain securities; granted with modifications. 


FuLLeNn, Chairman: The inter- 


borough Rapid Transit Company has 


applied under § 55 of the Public Serv- 
ice Commission Law for this Commis- 
sion’s consent to the issue and dispos- 
al, at par, of $6,490,842, of its 5 per 
cent gold bonds, due in 1966, and se- 
cured by its first and refunding mort- 
gage, dated March 20, 1913, to reim- 
burse that company for moneys actual- 
ly expended by it for capital purposes 
from income or from other moneys 
in its treasury not secured or obtained 
from the issuance of stocks, bonds, 
notes or other evidences of indebted- 
ness, as follows: 

(a) $3,226,077 expended within 
five years next prior to the 
filing of the company’s appli- 
cation on account of: 

Contributions to construc- 
tion—Contract No. 3... 

Additions to construction 
—Contract No. 3 

Additional equipment— 
Contract No. 3 (includ- 
ing $103,700 for debt dis- 


count on Series “B” and 
“C” equipment trusts).. 3,165,045.63 


P.U.R.1930C.—8. 


$43,622.54 
15,903.70 


qsloment — Contracts 

os. 1 and 2 

(b) $2,890,000 expended within 
ve years next prior to the 
filing of the company’s ap- 
plication in paying off and 
discharging at par certain of 
the annual maturities of its 
equipment trust certificates, 
Series “A,” “B,” and “C” 

(c) $374,765 expended by the 
company for capital purposes 
between January 1, 1921 and 
September 30, 1925. 

The record shows, and the exami- 
nation made by the Commission’s ae- 
countants confirms the fact, that the 
company actually expended for capital 
purposes the above-stated amounts 
and that such expenditures were made 
from income or from moneys other 
than those derived from the sale of 
stocks, bonds, notes, or other evidence 
of indebtedness. 

The present application, in so far 
as it includes a request for authority 
to issue bonds for the respective 
amounts stated, under subdivisions 
(b) and (c) above, viz. $2,890,000 


1,505.12 
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and $374,765, is related to the com- 
pany’s previous application in Case 
No. 2786. In that case the company 
had applied for authority to issue 
$10,780,139 of its first and refund- 
ing mortgage 5 per cent gold bonds, 
but the Commission by its order of 
April 27, 1927, only allowed the issue 
of $7,515,374 and deferred the con- 
sideration of all questions with re- 
spect to the difference ($3,264,765), 
without prejudice to the company’s 
right to bring such questions up for 
the Commission’s consideration on a 
further application. It appeared in 
that case that the company asked leave 
to issue bonds to “reimburse”’ itself 
to the amount of $2,890,000 for mon- 
eys which the company had not spent 
but would later be required to spend 
in discharging and extinguishing cer- 
tain of the annual maturities of its 
equipment trust certificates, then out- 
standing. Commissioner Lockwood 
pointed out in his opinion that § 55 
of the Public Service Commission Law 
does not authorize the issuance of se- 
curities for the reimbursement of con- 
templated expenditures but only for 
the reimbursement of “moneys actual- 
ly expended.” Accordingly, the sum 
of $2,890,000 was excluded from the 
authorization given at that time to is- 
sue bonds for reimbursement purpos- 
es, but without prejudice to an applica- 
tion to capitalize that sum after it had 
been spent for the purposes mentioned. 
The record in this case shows that the 
amount of $2,890,000 was spent from 
the company’s income or other mon- 
eys in its treasury not obtained from 
security issues for retiring all of its 
outstanding equipment trust certifi- 
cates, said moneys being spent be- 


P.U.R.1930C. 


tween November 1, 1927, and No- 
vember 1, 1929. 

In passing upon the prior applica- 
tion, the Commission accepted the rec- 
ommendation of its accountants and 
deducted $374,765, which represented 
the excess of replacements over the 
retirements reported at that time, and 
deferred the consideration of all ques- 
tions relating to that deduction with- 
out prejudice to such consideration on 
a subsequent application. The Com- 
mission’s accountants now report that 
the excess of retirements over replace- 
ments to September 30, 1929, totals 
$514,353.77 and they recommend the 
deduction of that sum from the 
amount of bonds to be authorized. 

They also recommend the deduc- 
tion of a so-called “interest profit” of 
$415,610.60 which the company, in 
connection with its former applica- 
tion, had included in its statement of 
cash provided from income or other 
sources other than the proceeds of 
funded obligations. That sum rep- 
resents the difference between. the 
amount allowed for interest during 
construction in determining cost un- 
der Contract No. 3 and the amount 
actually paid out for such interest. 
The accountants report that this dif- 
ference or “interest profit” of $415,- 
610.60 was obtained from the pro- 
ceeds of the company’s bonds and that 
expenditures therefrom should not 
have been permitted to form the basis 
of the issuance of additional bonds. 

The two deductions above referred 
to and totaling $929,964.37 were not 
discussed at the hearing in this case 
but were the subject of an informal 
conference between the Commission’s 
and company’s representatives. As a 
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result of that conference, the com- 
pany’s representatives stated that the 
company would accept an order in 
this case with the aforesaid amount 
deducted from the total issue request- 
ed, but without prejudice to its right 
to have the propriety of such deduc- 
tion considered on a subsequent appli- 
cation. Under the circumstances, I 
see no impropriety in inserting in the 
order in this case a provision to that 
effect. 

An order may, therefore, be made 
authorizing the issuance of the com- 
pany’s first and refunding mortgage 
5 per cent gold bonds to the amount 
of $5,560,878 instead of $6,490,842 
set forth in the company’s application, 


upon the same conditions, so far as 
applicable, as were contained in the 
order in Case No. 2786. 

It may be noted that none of the 
bonds now authorized are to be sold 
to the public but all are to be delivered 
to the trustee under its first and re- 
funding mortgage to be held in special 
trust and to be applied, at par, upon 
the company’s request in the discharge 
pro tanto of its obligation, as pro- 
vided in the agreement dated Sep- 
tember 1, 1922, between the company 
and the Interborough Bond and Note 
Holders Committee, requiring certain 
additional payments on and after July 
1, 1926, into the sinking fund estab- 
lished by the aforesaid mortgage. 
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Maryville Electric Light & Power Company 


Gene Ewing et al. 


[Case No. 6649.] 


Discrimination — Preferential rates — Rural consumers — Electricity. 
An electric utility, on its own application, was given authority to remove 
a discriminatory rate preference to four rural consumers and to increase 
their rates so as to conform with the general rate schedule for such serv- 
ice, notwithstanding an alleged contract between such consumers and the 


utility. 


[April 2, 1930.] 


Aa of an electric utility for an order authorizing 
increase of rates to four consumers; granted. 


> 
I. Company for an order authorizing an 
Inc, Commissioner: This case increase in rates of four farm custom- 
originated on the application of the ers living south of Grant City in 
Maryville Electric Light & Power Worth county, Missouri. 
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The application, among other 
things, alleges that at the time the ap- 
plicant purchased the electric generat- 
ing plant at Grant City, there was a 
farm line running south supplying six 
rural customers, to wit, Gene Ewing, 
T. L. Bressler, J. L. Craven, Emman- 
uel Bressler, R. H. Lowry, and B. C. 
Drummons: that these customers 
were billed at that time on the Grant 
City lighting rate and, with the ex- 
ception of R. H. Lowry and B. C. 
Drummons, are still billed on the pres- 
ent Grant City lighting rate. 

The application further states that 
this farm line was built by the above- 
named farm customers but was turned 
over to the Maryville Electric Light 
& Power Company and the wires 
were placed on the applicant’s poles 
at the time the applicant construct- 
ed its present transmission line; 
that the present condition of its 
transmission line is very hazardous; 
that the line was built so long ago 
that it is obsolete and not safe to be 
along the public highway; that the 
stub line leading from the transmis- 
sion line supplying Mr. Craven and 
Mr. Bressler is in such condition that 
it needs immediate replacement, and 
that the repairs on the entire exten- 
sion will cost approximately $2,000. 

This case was heard by a special ex- 
aminer of the Commission at Grant 
City on February 21, 1930. 


II. 


Mr. Ray L. Harrison, testifying on 
behalf of the applicant, stated that in 
1922 or 1923, the applicant con- 
structed a transmission line to sup- 
ply Grant City with Electric power; 
that at that time there was a farm 
line running south supplying certain 
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customers, among which were the 
four farm customers whose rates are 
sought to be increased ; that it was de- 
sirable that this transmission line be 
on the side of the road opposite the 
telephone line extending along the 
same highway ; that Mr. Helmers, the 
manager of the electric company at 
that time, negotiated a deal with said 
farm customers whereby they agreed 
to put their line on the electric com- 
pany’s poles, thereby eliminating the 
customer’s pole line, and that the ap- 
plicant has since maintained said line; 
that the existing line is now obsolete, 
hazardous, and dangerous to life; 
that it has fallen over several times, 
and the applicant is anxious to com- 
pletely rebuild it in accordance with 
the provisions of the Bureau of Stand- 
ards and supply it with modern equip- 
ment. 

The four farm customers whose 
rates are sought to be increased con- 
tend that they are entitled to the 
Grant City rate; that approximately 
fifteen years ago, they entered into an 
oral contract with the manager of 
the then existing electric company, 
whereby these farm customers agreed 
to give to the electric company their 
poles, wire, transformers, and all oth- 
er electric equipment owned by them; 
that they were to receive in return 
whatever rate was granted to the 
citizens of Grant City, and that this 
rate was to continue perpetually. The 
applicant contends that it has lived up 
to and fulfilled any obligation the 
Electric Light & Power Company 
may have entered into with reference 
to rendering service to these patrons; 
that it has permitted said patrons to 
have electric service at the Grant City 
rate, until the line taken over by it has 
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become obsolete, and the poles erected 
by them fifteen years ago upon which 
to place the wires of said farmers, and 
yet in use, are in a dangerous con- 
dition; that said line must be entire- 
ly rebuilt with an approximate ex- 
pense of $2,600. 

The testimony shows that two of 
the six farm customers have gone 
over to the farm rate, to wit, Mr. 
Drummons and Mr. Lowry. Mr. 
Drummons’ rate increased his bill 
slightly, and Mr. Lowry’s rate re- 
duced his bill approximately $26 per 
year. 

The testimony further shows that 
for the year 1929, Mr. Gene Ewing’s 
average monthly bill was $2.25, and 
that his average bill on the requested 
rate would be $4.78 per month. Mr. 
Dora Dressler’s average monthly bill 
for the year 1929 was $3.80. On the 


proposed rate, it would be $5.42 per 


month. Mr. John Craven’s average 
monthly bill for the year 1929 was 
$3.34 and on the proposed rate would 
be $5.62. The average monthly bill 
of Mr. Emmanuel Bressler for the 
year 1929 was $4.40. At the pro- 
posed rate, his average monthly bill 
would be $6.25. 

The average monthly bill for 159 
customers of the applicant is $6.27, 
and the average monthly bill of the 
4 customers in question would be ap- 
proximately $5.50 under the regular 
farm schedule. 

The poles on which the wires of 
the line in question are attached are 
25-foot poles. The Commission, un- 
der standards prescribed by the 
Bureau of Standards, requires such 
poles to be 30 feet in length and this 
Commission has uniformly adhered 
to that rule. 
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On September 13, 1927, the appli- 
cant filed with the Commission a 
schedule of rates applicable to its 
rural customers, but prior to that 
time, the only rate on file with the 
Commission was the rate applicable 
to its Grant City customers. 


ITI. 


The contract entered into between 
the farm customers and the electric 
Light & Power Company is a matter 
over which the Commission has no 
control. Under the law, the applicant 
cannot charge any rate except the 
rate on file with the Commission. 
The contract between the parties could 
not fix a rate different from the rate 
on file, but since the applicant had 
only one rate on file for service fur- 
nished its customers prior to Septem- 
ber 13, 1927, it naturally follows that 
it charged said customers the only rate 
it could legally charge prior to that 
date. On that date another schedule 
of rates became applicable to its rural 
customers and no rate thereafter 
could legally be charged these rural 
customers except the rural rate. All 
of the applicant’s rural customers pay 
the rural rate prescribed by the sched- 
ule filed with the Commission, except 
the four farm customers heretofore 
mentioned. It is clearly a discrimina- 
tion between customers to charge a 
part of those in any class a rate dif- 
ferent from others of the same class. 
In other words, all of the applicant’s 
rural customers must be charged the 
rural rate, and all of its city custom- 
ers must be charged the city rate. 

Paragraph 12 of § 10478, R. S. 
Missouri, 1919, contains among other 
provisions the following: 

“ . . No corporation or munici- 


117 





MISSOURI PUBLIC SERVICE COMMISSION 


pality shai charge, demand, collect, 
or receive a greater or less or different 
compensation for any service rend- 
ered or to be rendered than the 
rates and charges applicable to 
such services as specified in its 
schedule filed and in effect at the 
time; nor shall any corporation or 
municipality refund or remit in any 
manner or by any device any portion 
of the rates or charges so specified, 
nor to extend to any person or corpo- 
ration any form of contract or agree- 
ment, or any rule or regulation, or any 
privilege or facility, except such as 
are regularly and uniformly extended 
to all persons and corporations under 
like circumstances.” 

Section 10541, R. S. Missouri, 
1919, fixes a rather severe penalty for 
a violation of the orders of the Com- 
mission or failure to comply with 
provisions of the Constitution and 
laws of the state, etc. The first para- 
graph of said section is as follows: 

“Any corporation, person, or pub- 
lic utility which violates or fails to 
comply with any provision of the Con- 
stitution of this state or of this or 
any other law, or which fails, omits, 
or neglects to obey, observe, or comply 
with any order, decision, decree, rule, 
direction, demand, or requirement, or 
any part or provision thereof, of the 
Commission in a case in which a 
penalty has not hereinbefore been pro- 
vided for such corporation, person, or 
public utility, is subject to a penalty 
of not less than one hundred dollars 
nor more than two thousand dollars 
for each offense.” 

A public utility may contract as to 
the amount of service, time of serv- 
ice, and other matters, but it cannot, 
by contract, determine the rate to be 
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charged for service. The contract be- 
tween the parties in this case did not 
fix the legal rate, that matter being 
determined by the provisions of the 
schedule filed with the Public Service 
Commission. 

Fifteen years have passed since the 
contract for the Grant City rate was 
entered into, and more than two years 
have passed since the filing of the 
schedule of rural rates with the Public 
Service Commission. It requires no 
order of this Commission to author- 
ize the applicant to charge its custom- 
ers the rates on file with the Commis- 
sion. It is its duty to do so, and, as 


seen by the provisions of law above 
quoted, it is subject to a penalty if it 
fails to do so. There is a discrimina- 
tion existing, however, between the 
applicant’s rural customers and it is 
the duty of the Commission to require 


this discrimination to be removed. 

There is no contention in this case 
that the rural rates are too high, the 
four farm customers basing their con- 
tention for the Grant City rate solely 
upon the contract entered into with 
the Company fifteen years ago. This, 
as heretofore stated, the Commission 
cannot consider. 

In view of all of the facts developed 
in this case, the Commission is of the 
opinion that it should issue an order 
requiring the applicant to remove the 
discrimination between its rural cus- 
tomers by requiring the four custom- 
ers in question to pay the rate pre- 
scribed for rural customers by the 
schedule on file with this Commission. 

An order in accordance with the 
views herein expressed will therefore 
be issued. 

Stahl, Chairman, Hutchison, Porter 
and Hull, Commissioners, concur. 
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STATE v. BERLIN STREET RAILWAY 


NEW HAMPSHIRE SUPREME COURT 


State 


Berlin Street Railway 


(— N. H. —, — Atl. —) 


Constitutional law — Tax exemption — Unprofitable street railways. 
A statute providing that a street railway failing to take in sufficient gross 
revenues for the payment of operating expenses should be exempt from 
taxation, was held to be constitutional. 


[April 1, 1930.] 


A PPEAL from an order of the Public Service Commission 
certifying that a street railway is entitled to tax exemp- 
tion; order affirmed. 


APPEARANCES: Ralph W. Davis, 
Attorney General, and Jennie Blanche 
Newhall, for the state; Jesse F. Libby 
and Harry G. Noyes, for the defend- 
ant. 


MaRBLE, J.: The state does not 
question the sufficiency of the evidence 
to sustain the findings of the Public 
Service Commission, but contends 
that the exemption granted the de- 
fendant is a special one and, therefore, 
invalid under the rule of Eyers Wool- 
en Co. v. Gilsum, ante, —. 

The statutory provisions authoriz- 
ing the exemption (P. L. c. 69, §§ 
28-31) are as follows: 

“28. Street Railways. Any corpo- 
ration owning or operating a street 
railway property within this state, 
which is incapable under proper man- 
agement of earning sufficient money 
to pay its operating expenses and 
fixed charges, including taxes and ex- 
P.U.R.1930C, 


cluding interest on its indebtedness, 
and to provide for the necessary re- 
pairs and maintenance of its proper- 
ties and adequate reserves for depre- 
ciation thereof, may be exempted 
from the payment of taxes to the 
extent and subject to the limitations 
of the following sections. 

“29. Petition. Any such _ corpo- 
ration may apply to the Public Serv- 
ice Commission by written petition to 
determine the facts upon which such 
tax exemption depends and to certify 
such facts to the tax commission. 

“30. Hearing. Thereupon the Pub- 
lic Service Commission, after such 
notice as it may consider proper to 
the tax commission and the attorney 
general, shall hear all parties desiring 
to be heard and shall make such furth- 
er investigation, if any, as it may con- 
sider proper. 

“31. Certificate. If the Public 
Service Commission shall, on or be- 
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fore September 15th in any year, file 
with the tax commission a certificate 
that any such street railway property 
has failed during the preceding calen- 
dar year or later period of twelve 
months to earn the amounts specified 
in § 28, and that in the opinion of the 
Public Service Commission such 
property is unable during the current 
calendar or fiscal year to earn such 
amounts, then the property and estate 
within the state owned or operated by 
such corporation in its ordinary busi- 
ness as a street railway shall not be 
taxed the same year in which such cer- 
tificate shall be filed.” 

Obviously, these provisions do not 
confer a gratuity upon a particular 
corporation, as was the case in Eyers 
Woolen Co. v. Gilsum, but apply gen- 
erally to all street railways that are 
unable to earn operating expenses and 
fixed charges. “As to general exemp- 
tions, there is no limitation of the 
legislative power, save those applying 


to all classifications of property as . 


taxable or non-taxable. If the dis- 
tinction made is a reasonable one, in 
the sense that it may be deemed to be 
just, it is sufficient. Opinion of the 
Court (1830) 4 N. H. 565, 569, 570.” 
Opinion of the Justices (1927) 82 N. 
H. 561, 573, 138 Atl. 284. 

Under the broad terms of the stat- 


ute authorizing abatement “for good 
cause shown” poverty and misfortune 
have long been regarded as just 
grounds of relief. Briggs’ Petition 
(1854) 29 N. H. 547; Cocheco Mfg. 
Co. v. Strafford (1871) 51 N. H. 
455, 459. And in the recent advisory 
opinion of this court (Opinion of the 
Justices) the fact that “the exempted 
party is too poor to pay” is recog- 
nized as a reasonable basis for gen- 
eral exemption under the provisions 
of a proposed income-tax law. 

The constitutionality of the statute 
under consideration is, therefore, be- 
yond doubt. 

In this view of the case it is un- 
necessary to determine whether the 
exemption is not also sustainable as a 
valid exercise of the protective pow- 
er of the state in aid of a public enter- 
prise. Perry v. Keene (1876) 56 N. 
H. 514, 539, 540, 543; Canaan v. 
Enfield Village Fire District (1908) 
74 N. H. 517, 547, 70 Atl. 250; 
State v. Boston & M. Railroad 
(1909) 75 N. H. 327, 337, 74 Atl. 
542. 

Appeal dismissed. 


All concur. 


Note.—A similar disposition was 
made in the case of State v. Nashua 
Street Railway, April 1, 1930. 
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PAXSON v. PHILADELPHIA SUBURBAN COUNTIES GAS & E. CO. 


PENNSYLVANIA PUBLIC SERVICE COMMISSION 
E. P. Paxson et al. 


Philadelphia Caiiinliies Counties Gas 
& Electric Company 


[Complaint Docket No. 8209.] 


Reparation — Commission jurisdiction — Refund of customer's contribution. 
1. The Commission declined to take jurisdiction of a complaint by elec- 
tric consumers against a utility for alleged failure to refund money paid 
by them towards the erection of service lines, in view of an outstanding 
contract existing between certain consumers and the utility, p. 122. 


Discrimination — Contributions of consumers to secure service — Electricity. 
2. The Commission refused to order a refund, on alleged grounds of dis- 
crimination, of voluntary contributions made by certain customers towards 
the expense of service extension, and ruled that such contributions were 
given to the company and, therefore, no ground existed for a complaint 
that subsequently the utility did not grant such consumers a lower rate 
notwithstanding the acquisition of new customers in the territory affected, 


p. 122. 
[April 1, 1930.] 


 Wrcpur by certain electric consumers against the failure 
of an electrical utility to refund certain money; dismissed. 


* 


to erect the line and to pay to the sub- 
scribers a proportional part of $50 for 
each additional consumer taking cur- 


By the Commission: This com- 
plaint alleges failure on the part of 
the Philadelphia Suburban Counties 


Gas & Electric Company, respondent, 
now by merger, the Philadelphia Elec- 
tric Company, to refund to complain- 
ants moneys subscribed and paid by 
them toward the erection of an elec- 
tric line to serve their residences in 
Solebury, Bucks county. Complain- 
ants aver an oral contract entered in- 
to in 1922 by the Bucks County Elec- 
tric Company, respondent’s prede- 
cessor, whereby for consideration of 
the several subscriptions by com- 
plainants the electric company agreed 


P.U.R.1930C. 


121 


rent therefrom and to allow, a dis- 
count of 20 per cent upon the current 
consumed by the subscribers, until the 
amounts contributed for erecting the 
line were repaid. The complaint also 
alleges that since completion, twenty- 
three additional consumers have con- 
tracted for service from the line in 
question, none of whom has_ been 
required to make any payment toward 
the cost of the extension. 

Respondent has filed a motion to 
dismiss, challenging the jurisdiction 
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of the Commission in the premises. 
It also submitted written agreements, 
made part of the record by stipulation, 
between some of the complainants and 
respondent’s predecessor covering the 
erection of this line, which agree- 
ments antedated the oral contracts 
pleaded by complainants. In the writ- 
ten contracts there is no obligation 
on the part of the company to repay 
all or any part of the subscriptions, 
once the line is constructed and serv- 
ice furnished. 

The jurisdictional question has been 
submitted on briefs and oral argu- 
ment and is now before the Commis- 
sion for disposition. 

For the present purpose the aver- 
ments of the complaint will be deemed 
admitted, the petition to dismiss being 
in the nature of a demurrer. This 
being so, no question arises as to the 
effect of the prior written contracts or 
whether the subsequent oral contracts 
are ineffective, as in variation or de- 
nial of the former. 

We start, therefore, with the propo- 
sition that complainants have alleged 
a valid and subsisting agreement im- 
posing certain obligations upon re- 
spondent’s predecessor by way of 
making refunds on account of prior 
subscriptions toward the cost of the 
electric line. No specific allegation 
of discrimination is made, but this 
question was raised at the argument. 
It is contended complainants are pre- 
judiced to the extent that others tak- 
ing service from the same line have 
not been required to contribute to the 
cost of the extension. 

Two questions are presented: (1) 
the jurisdiction of the Commission to 
enforce the terms of a contract be- 
tween a consumer and a public service 


company ; (2) whether discrimination 
exists under the facts. 

[1] The gravamen of the com- 
plaint is that the company is indebted 
to the complainant in a sum certain 
under a contract. The failure and 
neglect of respondent to perform the 
conditions of the alleged contract is 
specifically made the ground of the 
complaint. No question of the rea- 
sonableness of the rates or adequacy 
of service, which, generally speaking, 
are the fundamentals of the Commis- 
sion’s power to act, is involved. If 
respondent were not a public service 
company the complaint would con- 
stitute a statement of claim in as- 
sumpsit. The Public Service Com- 
pany Law has not divested the courts 
of the commonwealth of their juris- 
diction to adjudicate contractual 
rights. If a valid contract exists be- 
tween the parties complainants have 
sought the wrong forum for redress. 
In our, judgment, this case falls within 
the ruling of this Commission in 
Patterson’ v. Philadelphia Suburban 
Gas & E. Co. (1926) 7 Pa. P. S.C. 
731, P.U.R.1926D, 1, in which the 
facts are strikingly similar to those 
here pleaded. There the company 
agreed to make a refund upon the 
amount contributed by complainant to 
the cost of the extension based upon 
new consumers connecting with the 
line. The complaint was dismissed 
on the ground of lack of jurisdic- 
tion. 

[2] As to the contention of dis- 
crimination, the Commission finds 
nothing averred in the complaint to 
justify such an inquiry. There is no 
averment that consumers on the line 
other than complainants are paying 
the same rates, and, although this 
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may be taken as true, the facts plead- 
ed by complainants do not show that 
they are entitled to any lower rate. 
In the first place, complainants were 
under no compulsion to contribute to 
the extension,—their having done so 
was entirely voluntary or by virtue of 
a contract; and in neither case are 
they entitled as a matter of right to a 
preferential rate. If the contribution 
was a voluntary one, it is a gift to the 
company and no ground exists for 
complaint that subsequently respond- 
ent did not grant them a lower rate. 
Had it done so, the question might 
well arise whether other consumers 
enjoying a similar service would not 
have been discriminated against. If 
the contributions were made under a 
contract whereby the company obli- 
gated itself to make refunds, com- 
plainants have their remedy in the 
courts as above determined. 


The Commission, therefore, con- 
cludes that respondent’s petition to 
dismiss must prevail. The complaint 
will be dismissed for lack of jurisdic- 
tion. 


ORDER 


This matter being before the Pub- 
lic Service Commission of the com- 
monwealth of Pennsylvania, upon 
complaint and motion to dismiss and 
the parties having been heard in writ- 
ten and oral argument, and the Com- 
mission having on the date hereof 
made and filed of record a report con- 
taining its findings of fact and conclu- 
sions thereon, which said report is 
hereby approved and made part here- 
of; 

Now, to-wit, April 1, 1930, it is 
ordered: That the complaint be and 
is hereby dismissed. 





PENNSYLVANIA PUBLIC SERVICE COMMISSION 


Re Safe Harbor Water Power Corporation 


[Application Docket No. 21579.] 


Commissions — Jurisdiction — Highway over dam — Hydroelectric utility. 
In approving construction of a hydroelectric dam across a river, the Com- 
mission has no jurisdiction to determine whether or not a roadway across 
the top of the dam should be included in the plan. 


{March 31, 1930.] 
a by a corporation for the approval of the be- 
ginning of the exercise of rights and privileges in con- 
nection with a hydroelectric development; granted. 


By the Commission: Safe Har- 
bor Water Power Corporation is a 
corporation of the state of Pennsyl- 
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vania, formed on January 6, 1930, 
by the merger and consolidation of 
South Harbor Water Power Corpo- 
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ration (incorporated February 19, 
1929), and Chanceford Water Pow- 
er Corporation (incorporated Febru- 
ary 19, 1929), with corporate pur- 
pose—the supply, storage, and trans- 
portation of water and water power 
for commercial and manufacturing 
purposes in the township of manor, 
Lancaster county, Pennsylvania, and 
the township of Chanceford, York 
county, Pennsylvania—and possess- 
ing the rights and powers conferred 
upon water and water power com- 
panies by the Act of Assembly, ap- 
proved the 2nd day of July, 1895, 
P. L. 425, as amended by the Act 
of the 7th day of May, 1929, P. L. 
1632. 

The present proceeding is for the 
Commission’s requisite approval un- 
der the provisions of Article III, § 
2 (b), of the Public Service Com- 
pany Law, of the beginning of the 
exercise by Safe Harbor Water Pow- 


er Corporation of its rights, powers, 


and privileges. 

Formal protests were filed by Edi- 
son Electric Company, a corporation 
of the state of Pennsylvania, engaged 
in furnishing electric energy to the 
public in Manor township, Lancaster 
county, and other municipalities of 
said county, and by Edison Light & 
Power Company, a corporation of the 
state of Pennsylvania, engaged in 
furnishing electric energy to the pub- 
lic in various municipalities of York 
county, including the township of 
Chanceford. These protestants allege 
that the sale by Safe Harbor Water 
Power Corporation of electric energy 
generated at its proposed plant in any 
manner which would permit such 
energy or electric power to be de- 
livered and used in their territory 
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without the consent of the Public 
Service Commission first had and ob- 
tained would be prejudicial to their 
rights and detrimental to the service 
being furnished by them. These pro- 
tests have been satisfied by stipulation 
filed of record. 

Philadelphia Electric Company and 
Philadelphia Electric Power Company 
were represented at the hearing by 
counsel. A stipulation filed by the ap- 
plicant company satisfied said com- 
panies and no protest or objection 
was entered of record by them. 

Certain citizens of Lancaster and 
York counties residing in the vicinity 
of the Safe Harbor project appeared 
at the first hearing and informally 
stated that their interest in the matter 
related to the construction of the dam 
in a manner to provide a roadway 
for vehicular and pedestrian traffic 
across the Susquehanna river forming 
a connecting link between highways 
on the York and Lancaster sides of 
the river to be constructed at some fu- 
ture time. - The examiner conducting 
the hearing informed these gentle- 
men that in his opinion the Commis- 
sion had no jurisdiction in the present 
proceeding to compel the applicant 
corporation to provide a roadway or 
bridge across the river, but would use 
its good offices in the matter of such 
roadway. Conferences were held with 
representatives of the company who 
took the position that construction of 
the dam with a highway crossing was 
not necessary at this time; that the 
cost of providing the roadway on 
the dam—approximately $1,000,000, 
would not be justified, but that the 
company was willing to grant to re- 
sponsible parties a right of way 
across the dam for the construction 
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of a bridge or highway crossing at 
any time in the future. 

At the second hearing the citizens 
of York and Lancaster counties were 
represented by counsel. No formal 
protest was filed but a motion, how- 
ever, was made to call witnesses to 
prove the benefits and advantages to 
the public if a highway road was pro- 
vided on the dam. The examiner 
ruled that it would serve no good pur- 
pose to extend the record to include 
testimony on a matter which was not 
subject to the jurisdiction of the Com- 
mission, but granted the counsel for 
the citizens the right to file brief on 
the jurisdictional question with the 
understanding that if the Commission 
determined it had jurisdiction to 
grant further hearing. The ruling 
of the examiner is sustained. The 
Commission has carefully examined 
briefs filed on the question and is of 
the opinion that the general provi- 
sions of the Public Service Company 
Law referred to by counsel are not 
controlling and without a definite and 
specific provision conferring such 
jurisdiction it is without authority. 

The legislature of Pennsylvania has 
conferred upon the Water Supply 
Commission (now Water and Power 
Resources Board) authority to regu- 
late the construction of dams and the 
development of the water power re- 
sources of the state. Similar author- 
ity and jurisdiction is conferred by 
Federal statute upon the Federal Pow- 
er Commission. This jurisdictional 
question has been decided by the su- 
preme court of Pennsylvania in case 
Pennsylvania Power Co. v. Public 
Service Commission (1918) 261 Pa. 
211, 218, 104 Atl. 605: “It (Public 
Service Commission) is not invested 
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with authority to regulate the erection 
of dams or the development of the 
water power resources of the state. 
That is a subject over which the Wa- 
ter Supply Commission has jurisdic- 
tion. The authority of the 
Water Supply Commission to impose 
regulations and conditions to be ob- 
served by a corporation proposing to 
develop the water power of a stream 
is broad as shown by the language of 
the statute. It has undoubted 
authority to attach any of the condi- 
tions necessary to carry out the pur- 
poses of the legislation on the subject 
with a view to the protection of the 
rights of the public and of individuals 
or companies having vested interests.” 

It appears from the record that the 
Safe Harbor Water Power Corpora- 
tion will construct a solid concrete 
gtavity type dam crossing the Sus- 
quehanna river at a point about one- 
quarter of a mile upstream from the 
mouth of the Conestoga Creek, about 
eight miles above Holtwood, Penn- 
sylvania, and about 17 miles above the 
Pennsylvania-Maryland _ state line, 
with total length of 3,635 feet of 
which 1818 feet will be bulk-head or 
non-flow sections and 1817 feet will 
be stowaway sections; the reservoir 
formed by the dam will extend up- 
stream for about 10 miles and that 
its widest point will be 12 miles wide; 
and a power house located on the Lan- 
caster county side of the river with 
total length when completed of 1,048 
feet and width of 157 feet, with initial 
installation of six main generating 
units having a total generator capacity 
of 168,000 kilowatts. The estimated 
cost of the project is $30,000,000, 
which will be financed by the sale of 
the company’s stock or other securi- 
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ties. The corporate and financial 
plans including preliminary costs of 
the project have been examined by the 
Commission’s technical staff and in 
general conform to the governing rul- 
ing and policy of the Commission. 
The project is feasible and will con- 
serve the natural resources of the 
state and supplement the present out- 
put of the hydro-electric plant of the 
Pennsylvania Water & Power Com- 


pany, the present peak demand of 
which is more than two and one-half 
times the average high-flow capacity 
of the plant. 

The Commission finds and deter- 
mines that the approval of the con- 
struction, subject to the stipulations 
filed of record, is necessary and prop- 
er for the service, accommodation, 
and convenience of the public. 

A certificate will issue accordingly. 





ALABAMA SUPREME COURT 


John A. Wiegand, Doing Business as Delta 
Electric Shop 


Alabama Power Company 


[7 Div. 928.] 
'(— Ala. —, 127 So. 206.) 


Service — Regulations as to wiring — Rules of utility. 
1. In the absence of definite action by the Commission setting reasonable 
standards for wiring and electrical installation, there is no statutory pro- 
hibition against the imposition of reasonable rules and regulations on the 
same subject by the utility itself, p. 129. 


Service — Refusal to serve — Improper wiring. 
2. The refusal of an electric utility to render service to premises where 
reasonable rules promulgated by the utility as to safe wiring had not been 
complied with was held to be justified, p. 129. 


Service — Rules as to safe electrical installation. 
3. A rule of an electrical utility requiring a certain type of switch on elec- 
trical installations at premises served by it, in the interest of safety and 
prevention of fire hazards, was held to be reasonable, notwithstanding the 
fact that other types not approved by it were approved by fire under- 


writers, p. 130. 


{March 27, 1930.] 


oe by an electrical contractor from a decree dismissing 
his complaint against the failure of an electric utility to 
connect its service to premises wired by him; affirmed. 


P.U.R.1930C. 
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WIEGAND v. ALABAMA POWER CO. 


APPEARANCES: Bidd, Field, Field 
& Woolf, of Anniston, for appellant; 
Knox, Acker, Sterne & Liles, of 
Anniston, and Martin, Thompson, 
Turner & McWhorter, of Birming- 
ham, for appellee. 


GARDNER, J.: Complainant Wieg- 
and, an electrical contractor of Annis- 
ton, Alabama, completed the wiring of 
some houses for two of his customers, 
to which the defendant Alabama Pow- 
er Company refused to connect its 
electric current because of complain- 
ant’s refusal to install a certain type of 
switch considered by defendant more 
advantageous and safe than the old. 
Thereupon Wiegand filed the bill in 
this case seeking a mandatory injunc- 
tion against the power company re- 
quiring such connection. From a de- 


cree dissolving the temporary injunc- 


tion theretofore issued, and dismissing 
the bill, complainant prosecutes this 
appeal. 

The bill charges that defendant’s 
demand is illegal, arbitrary, and un- 
reasonable and violative of complain- 
ant’s right and those of the public, 
operates to set up a monopoly, and is 
in restraint of trade; deprives com- 
plainant of the right to contract ac- 
cording to law as well as free compe- 
tition in the contracting business. The 
bill further shows the duty defendant 
owes to complainant and the public, 
and avers that, unless relief is granted, 
complainant’s business will be de- 
stroyed. The equity of a bill of this 
character is well established, and is 
not here controverted. Tallassee Oil 
& Fertilizer Co. v. Holloway (1917) 
200 Ala. 492, 76 So. 434, L.R.A. 
1918A 280; Hardie-Tynes Mfg. Co. 
v. Cruise (1914) 189 Ala. 66, 66 So. 
P.U.R.1930C. 


657; Sparks v. McCreary (1908) 156 
Ala. 382, 47 So. 332, 22 L.R.A. 
(N.S.) 1224; Mobile & O. R. Co. v. 
Zimmern (1921) 206 Ala. 37, 89 So. 
475, 16 A.L.R. 1352; Walker v. Birm- 
ingham (1927) 216 Ala. 206, 112 So. 
823; Montgomery v. Greene (1913) 
180 Ala. 322, 60 So. 900. 

It was established without dispute 
that the type of switch sold and in- 
stalled by complainant for his cus- 
tomers met the requirements of the 
Southeastern Underwriters’ Associa- 
tion, with. which the city of Anniston 
was satisfied, and that the city inspec- 
tor issued his certificate therefor. 

Defendant insists these were mini- 
mum requirements only, and not in- 
tended to preclude a public utility from 
adopting more improved and progres- 
sive instrumentalities, and that in fact 
the adoption and use of such improve- 
ments were contemplated in Rule 2 of 
General Order No. 14 of the Alabama 
Public Service Commission reading 
as follows: 

“(a) The entire plant of each util- 
ity shall be constructed and installed 
in accordance with accepted good 
practice. 

“(b) Each utility shall, so far as 
practicable, operate and maintain its 
entire plant and system in such condi- 
tion as will enable it to furnish safe, 
adequate, and continuous service with- 
in its hours of operation.” 

Defendant further insists that its 
requirement of the new type of switch 
is not only in keeping with the fore- 
going order, but also in compliance 
with its general duty to its employees 
and to the public; that the new type 
of switch is recommended by the Na- 
tional Electric Safety Code issued by 
the United States Bureau of Stand- 
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ards of the Department of Commerce, 
which code is the best and most widely 
known and accepted code having to do 
with the manner of using electric en- 
ergy with safety to life and property, 
while the Underwriters’ Association 
is primarily interested in the protec- 
tion of property only. Defendant 
adopted a rule requiring this new type 
of switch for all contractors, and gave 
due notice thereof to complainant, and 
discussed with complainant the ad- 
vantage of the new type over the old. 
Complainant knew defendant’s rule 
before making this contract. The 
new type of switch is readily obtain- 
able in the open market, and put out 
by a number of manufacturers. 
Defendant does not deal in these 
switches, and has no financial interest 
therein, but offered to give complain- 


ant credit at invoice prices of all the 
old type switches he had on hand. 
The new switch is from $3.50 to $4 
more costly than the old. The con- 
tractor sells the switch to the customer 


and makes a profit. Complainant’s 
profit on the new would exceed that 
which he made on the old. The new 
type is now required in a large num- 
ber of the principal cities of the coun- 
try. All other contractors of Annis- 
ton have complied with the rule, and 
the new type switch, which has been 
on the market three years, is grow- 
ing in general use. The evidence of 
one witness as to this feature is as 
follows: “That the type of entrance 
switch listed in said ‘Service Rules 
and Regulations’ is being generally 
advocated by practically all progres- 
sive and up-to-date utility companies, 
as well as electrical engineers, and is 
already in use by a large number of 
public utility companies throughout 


the United States and has been so 
used for the past three or four 
years.” 

As we read and understand the rec- 
ord, the foregoing matters appear 
without substantial conflict in the 
proof. Likewise upon the question as 
to the difference between the two 
types of switches the evidence is in 
substantial accord. 

The new is referred to as the “ac- 
cessible fuse type switch,” which does 
not require the opening of the door 
to the switch box to replace a blown 
fuse, as is necessary in the old type. 
In the new. type a lever operates on 
the outside of the switch box which 
blockades a sliding door on the front 
covering up the fuses and rendering 
them “dead” and void of danger. 
This renders fire less likely. Its chief 
virtue, however, appears from the evi- 
dence to be better protection to human 
life. In the new type there is no dan- 
ger of a person receiving a shock from 
replacement of a fuse, while there are 
possibilities of coming in contact with 
“live parts” in the old. 

The evidence is further to the ef- 
fect that the theft of electric current 
has become a matter of serious con- 
cern to public utilities, and another 
advantage of the new type over the 
old appears to be the fact that the new 
switch is sealed, and one cannot 
“jump the current,” without breaking 
the seal, and, if broken, this serves at 
once as notice that investigation 
should be had. Thus the theft of cur- 
rent is rendered more readily detect- 
ed. The sealed switch also serves to 
give notice to the owner that there is 
no necessity he go into the switch, and 
that, if any trouble exists, it should 
be corrected by an electrician. 
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Further detail discussion as to these 
advantages need not be indulged. 
The history of the various advance 
steps in switches was fully gone into, 
and numerous witnesses testified as 
to the advantages of the new over the 
old type. These witnesses were not 
contradicted save by complainant in 
a very general way, and who admitted 
he had made no particular investiga- 
tion. Indeed, on cross-examination 
he confessed to some superiority of 
the new over the old, but thought it 
“very little.” These witnesses were 
examined orally before the chancellor, 
with demonstrations before him of 
these two types of switches, and their 
differentiating features. His finding 
of fact is to be considered as the 
verdict of a jury, and not to be dis- 
turbed, unless found to be plainly and 
palpably wrong. Curb v. Grantham 
(1924) 212 Ala. 395, 102 So. 619. 

The chancellor found, as stated in 
the opinion accompanying his decree, 
that the enforcement of defendant’s 
rule as to the new type of switch will 
work no damage to complainant’s 
business, that no restraint of trade is 
made to appear, and that said new 
type is available in the general market 
from several electric jobbers in that 
territory. The chancellor further 
concluded that the rule promulgated 
was a reasonable requirement, saying : 

“3rd. That the regulation com- 
plained of in complainant’s bill is a 
rule promulgated by the respondent 
as a precaution, or safety measure, 
for the protection of both life and 
property; that said regulation is an 
advancement in the science of dis- 
tributing electrical energy, and its ef- 
fect will be to protect life and prop- 
erty. 
P.U.R.1930C.—9. 


“4th. That the regulation requir- 
ing the use of the accessible fuse type 
switch as a condition precedent to the 
furnishing of electric service to a cus- 
tomer in the city of Anniston is a 
reasonable regulation, and that the 
respondent has the right to promul- 
gate and enforce such a rule or regu- 
lation.” 

We are not persuaded the finding 
of the trial court on the facts is plain- 
ly wrong. On the contrary, we are 
of the opinion his conclusion is fully 
and amply supported by the evidence. 
The defendant, as a public service 
corporation, is obligated, independ- 
ently of any statute, to treat all mem- 
bers of the public that it has held it- 
self out as serving fairly and without 
discrimination. Birmingham R. Light 
& P. Co. v. Littleton (1917) 201 Ala. 
141, 77 So. 565, 570; Alabama Water 
Co. v. Knowles (1929) — Ala. —, 
P.U.R.1930B, 193, 124 So. 96; Tal- 
lassee Oil & Fertilizer Co. v. Hollo- 
way (1917) 200 Ala. 492, 76 So. 434, 
L.R.A.1918A, 280. 

[1, 2] But, as a condition precedent 
to such service, the applicant must 
conform to reasonable rules and regu- 
lations imposed. This limitation is 
recognized by all the authorities, and 
was given application by this court in 
Birmingham R. Light & P. Co. v. 
Littleton, supra, at p. 146 of 201 Ala. 
wherein it is said: “Service must be 
asked at a proper time, at a proper 
place, in proper form, and in a proper 
manner. That is to say, the applicant 
must submit to such reasonable con- 
ditions as the public service company 
sees fit to impose.” The very ques- 
tion here considered, that is, the re- 
quirement of a certain type of switch, 
was fully considered in an exhaustive 
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opinion by the Vermont supreme court 
in the case of Hawkins v. Vermont 
Hydroelectric Corp. (1924) 98 Vt. 
176, P.U.R.1925C, 128, 126 Atl. 517, 
37 A.L.R. 1359, which sustains in 
every respect the decree here ren- 
dered, as do also the authorities cited 
in the note thereto. The case of State 
ex rel. Kansas City Power & Light 
Co. v. Public Service Commission 
(1925) 310 Mo. 313, P.U.R.1926A, 
783, 275 S. W. 940, from the supreme 
court of Missouri, is likewise directly 
in point, and fully supports the de- 
cree rendered. See, also, Tismer v. 
New York Edison Co. (1915) 170 
App. Div. 647, P.U.R.1916A, 949, 
156 N. Y. Supp. 28. This right of 
the public service corporation to im- 
pose reasonable rules and regulations 
as a condition precedent to rendition 
of service is recognized in this state 
by statute (§ 7202, Code 1923), 
though the authorities generally gave 
application thereto independently of 
any statutory enactment. Counsel for 
complainant in brief recognize this 
statute, and express the view the case 
“hinges upon the question as to 
whether the regulation adopted . . . 
is a reasonable one.” There is sug- 
gestion in brief, however, to the effect 
no rule or regulation in the conduct 
of its business may be imposed by 
such public service corporation with- 
out first the approval of the Public 
Service Commission. 

We have read the cited statutes, 
§§ 9740 to 9842, but do not construe 
them as indicating any such limita- 
tion upon the express authority recog- 
nized in § 7202, above noted. These 
statutory provisions disclose the pow- 
er and right of the Public Service 
Commission to enact rules and regu- 
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lations binding on such public utili- 
ties, and, when so enacted, they be- 
come law made rules as held in Ala- 
bama Water Co. v. Knowles, supra. 
But, in the absence of such action on 
the part of the Commission, we find 
nothing in the statute precluding such 
utilities from imposing rules and 
regulations in the conduct of its busi- 
ness, provided, of course, they are 
reasonable and subject always to in- 
quiry in that respect. We think § 
7202, supra, is plainly to that effect, 
and the other statute indicates no fur- 
ther limitation thereof. 

There is some suggestion also that 
the rule adopted by the Commission 
in 1920 concerning inside wiring is 
sufficient to embrace the question here 
considered, but we cannot read the 
rule as touching the question of type 
of switch to be used or as intended to 
affect that question whatever. That 
rule was merely intended as some 
form of protection to the owner by 
way of competent inspection for in- 
side wiring and no more. 

[3] Complainant further insists 
that, as his type of switch met the re- 
quirements of the Underwriters’ As- 
sociation, with which the city and its 
inspector were likewise satisfied, that 
was the conclusion of the matter, and 
further inquiry as to the reasonable- 
ness of the rule imposed was unneces- 
sary. But the Underwriters’ Asso- 
ciation was interested primarily in 
protection of property from fire, 
likewise of interest from the city’s 
standpoint. Very clearly, this does 
not preclude the utility from the exer- 
cise of its right and duty to the pub- 
lic to adopt improved methods or in- 
strumentalities intended for the bet- 
ter protection not only of property 
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but of human life as well. It appears, 
therefore, that after all the case 
hinges upon the reasonableness of the 
regulation imposed, which question 
has been determined favorably to de- 
fendant by the chancellor following 
full hearing on oral proof amply sup- 
porting his finding. 

We find no reason to disturb his 
conclusion. The decree on motion to 
dissolve is separate from the final de- 
cree, a short lapse of time interven- 
ing, but both hearings were upon the 
same evidence heard in the same 
manner. It is clear, therefore, that in 
the instant case a conclusion of fact 
that would sustain one decree would 
likewise sustain the other, and sep- 
arate treatment is deemed unneces- 
sary. We may add, however, that 
some authorities noted as denying 
a consideration of defensive matter 
on hearing of motions to dissolve 


an injunction have been superseded 
by statute. Section 8311, Code 
1923. 

The order of the chancellor requir- 
ing increased injunction bond is re- 
viewable on the appeal from final de- 
cree, and properly here assigned as 
error. The bond, on motion of de- 
fendant, was increased from $300 to 
$500. Defendant had alleged that 
the expense of the suit including at- 
torneys’ fees incurred would exceed 
$1,000. The motion was sworn to, 
and no contradictory proof was 
offered. Under these circumstances, 
therefore, this court would not be 
justified in disturbing the order made. 

It results that the decree of the 
court below will be here affirmed. 

Affirmed. 


Anderson, C. J., and Bouldin and 
Brown, JJ., concur. 





UNITED STATES DISTRICT COURT 


Southern Motorways, Incorporated 


James A. Perry et al. 


[No. 569.] 
(— F. (2d) —.) 


Public utilities — Status of bus carrier. 


1. A bus carrier operating under a charter from the state for the trans- 
portation of passengers without discrimination, making contracts for sta- 
tions and station agents, contending before the Public Service Commission 
for more and better schedules, and referring to other bus lines as com- 
petitors, are engaged in a business affected with public interest and subject 
to public regulation, notwithstanding the fact that it is unaided by the 
power of eminent domain and is in many respects more limited than rail- 


roads, p. 134. 
P.U.R.1930C. 
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Automobiles — Extent of valid regulation. 

2. Bus carriers operating in intrastate commerce and subject to public 
regulation by the state through its agency, the Public Service Commission, 
may be restricted as to the kind and number of vehicles used on the high- 
ways with regard to safety to the pavement, to pedestrians, and to other 
travelers, and may be limited as to the use of highways even to the extent 
of prohibition by a requirement of a certificate of public convenience and 
necessity as a condition precedent to operations, p. 135. 


Automobiles — Validity of taxation — Certificate of convenience and necessity. 
3. The fees required by a state from a bus carrier for a certificate of con- 
venience and necessity and for a license of each vehicle used in such busi- 
ness are in the nature of a tax justified in reasonable amounts exacted as 
recompense for the special use of the highways for a profit, p. 136. 


Certificates of convenience and necessity — Revocation. 
4. Certificates of convenience and necessity can be revoked when the 
holder thereof fails to observe lawful regulations, or if circumstances arise 
rendering it detrimental to the public to continue same, p. 137. 
Constitutional law — Revocation of certificate — Right of hearing. 
5. No constitutional right of a bus carrier is denied or affected by a statute 
providing for the revocation of certificates of convenience and necessity 


for good cause shown, where the statute permits revocation only after 
hearing, p. 137. 


Constitutional law — Estoppel to attack validity of statute. 


6. A utility operator who entirely repudiates a statute providing for cer- 
tificates of convenience and necessity, although previously having en- 
deavored to comply with it, may assail the same as unconstitutional where 
it is subsequently used wholly to his disadvantage, p. 137. 


[March 24,’ 1930.] 


Ss" by a motor carrier attacking the constitutionality of a 
statute regulating motor carriers; statute held constitutional 
and injunction refused. 


* 


SrsteEy, District Judge: This bill automobiles, motor busses, and 


challenges the constitutional validity 
of an act of the Georgia legislature 
approved August 29, 1929, which 
defines and regulates “motor carriers” 
upon the public highways, and sub- 
jects them to the jurisdiction and 
further regulation of the Georgia 
Public Service Commission. The 
complainant is a Georgia corporation, 
whose charter was granted September 
12, 1929, wherein the business au- 
thorized to be conducted is “operating 


coaches for hire for the transporta- 
tion of passengers and freight, and 
in connection therewith to have pas- 
senger and freight depots, ware- 
houses, etc.” On September 30, 1929, 
complainant applied to the Georgia 
Public Service Commission for the 
issuance of a “certificate of public 
convenience and necessity,” required 
by the act, and asked to be allowed to 
establish rates and schedules between 
Atlanta and Macon, Macon and Sa- 
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yannah, Macon and Waycross, all in 
Georgia, and from Atlanta to Chat- 
tanooga, in Tennessee. 


Complaint Alleges Act Is Uncon- 
stitutional 


The application concludes with the 
statement that applicant is familiar 
with the above-mentioned act and the 
rules and regulations made in pur- 
suance of it by the Commission, and 
a promise to comply with them. The 
Commission granted a certificate, but 
refused permission to operate sched- 
ules between Atlanta and Chatta- 
nooga. On November 26, 1929, 
schedules between Macon and At- 
lanta were fixed for complainant and 
for two competing companies, to wit: 
Greyhound Lines, Incorporated, and 
Colonial Stages, Incorporated. About 
December 9, 1929, complainant ap- 
plied to the Commission to establish 
additional schedules between Macon 
and Atlanta, which was denied. 

On March 3, 1930, the Commission 
cited complainant to show cause on 
March 12, 1930, why its certificate 
should not be revoked for failure to 
observe schedules, for failure to run 
regularly, and for its failure to give 
the service which complainant had 
proposed. The complainant then filed 
this bill asking an injunction against 
the revocation of its certificate and 
against the enforcement of the Com- 
mission’s order restricting its sched- 
ules, on the ground that the act of 
August 29, 1929, is in conflict with 
provisions of the Constitution of the 
United States. 

This act has not yet been construed 
by the supreme court of Georgia. 
Section 22 provides that each section 
and part of it is independent and that 
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the invalidity of any part is not to 
affect the remainder. The legisla- 
ture, therefore, intended to go as far 
as possible in the regulations pro- 
posed, but to abandon none because 
some might prove invalid. We ac- 
cordingly will attempt no general 
construction of the act, and will con- 
fine this opinion to objections which 
this complainant is entitled to raise 
and has raised by the facts of this 
case. These we conceive to be: (1) 
Can the state of Georgia demand of 
complainant a certificate of public 
convenience and necessity as a con- 
dition of its carrying on its business; 
(2) can it demand a fee therefor, 
and require annual license fees on 
each vehicle; (3) can it fix and limit 
complainant’s schedules; (4) can it 
revoke the certificate for noncompli- 
ance, thereby forfeiting complainant’s 
business good will. 


State Control Incident To Use of 
Highways 

The right of the state to regulate 
is drawn from two distinct sources, 
to wit: The nature of the business 
done and the use of the public high- 
ways. Certain businesses, because of 
their public interest, are subject to 
regulation, although their owners 
exercise no special franchises, and use 
in them only their own property. 
Wolff Packing Co. v. Court of In- 
dustrial Relations (1923) 262 U. S. 
522, 67 L. ed. 1103, P.U.R.1923D, 
746, 43 Sup. Ct. Rep. 630, 27 A.L.R. 
1280. Such a business is the common 
carriage of passengers or freight. 
Again, when the public highways are 
made the place of business, a right to 
regulate in the interest of the safety 
and convenience of the other users 
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of the highways and of the preserva- 
tion of the highways themselves, 
arises independently of the nature of 
the business done. 

Of the: regulations proposed in the 
Georgia statute some seem referable 
to the one source of power and some 
to the other, and some to both. The 
obstacles likely to be encountered in 
the Federal Constitution are in con- 
flict with the interstate commerce and 
post roads clauses; arbitrary classifi- 
cation, contrary to the equal protec- 
tion clause of the Fourteenth Amend- 
ment; and unreasonable exactions or 
requirements amounting to a depriva- 
tion of liberty or property contrary 
to the due process clause. The present 
bill makes no reference to the com- 
merce and post roads clauses. It is 
not alleged that post roads are in- 
volved. 

The commerce between Atlanta and 
Chattanooga was interstate, but it 
was abandoned on November 13, 
1929, and is not now proposed to be 
resumed. The order refusing per- 
mission to carry it on is not exhibited, 
nor in evidence, nor are the reasons 
for it set forth, nor is any injunction 
against it prayed. We treat the com- 
plainant as carrying on intrastate 
commerce only. The bill affirms that 
the complainant is only a private car- 
rier. The answer avers the contrary. 


Transportation for Hire Not Ordi- 
nary Use of Streets 


[1] We think the evidence, while 
meagre on the point, shows the busi- 
ness to be the common carriage of pas- 
sengers. The powers granted in the 
charter look to that sort of business. 
The contracts made for stations and 
station agents point the same way. 


The contending for more and better 
schedules, and the reference to other 
bus lines as competitors, tend to show 
that the complainant was running 
such passenger busses as are familiar 
now on all the roads. These cannot, 
of course, carry everybody, but they 
will carry anybody whom they can 
accommodate and who has the price. 
Though unaided by eminent do- 
main, and though more limited than 
the railroads in many respects, this 
business is affected with a public in- 
terest and subject to public regulation. 
Terminal Taxicab Co. v. District of 
Columbia (1916) 241 U. S. 252, 60 
L. ed. 984, P.U.R.1916D, 972, 36 
Sup. Ct. Rep. 583, Ann. Cas. 1916D, 
765. In Georgia the highways, built 
and maintained by the public prop- 
erty, and (subject to such interest as 
the United States may have in them 
as post roads) are subject to state 
control. “The use of streets and 
highways is not absolute and unre- 
stricted. Such use is subject to rea- 
sonable regulation by the public. . 
From the premise that streets belong 
to the public, the conclusion is drawn 
that individuals have the right to use 
the streets for the purpose of trans- 
porting passengers for hire. This 
conclusion does not properly follow 
from premise. The ordi- 
nary use of the streets, as we have 
seen, is for travel, and to this may be 
added transportation of goods by 
their owners to and from their resi- 
dences or places of business. Trans- 
portation of travelers or goods for 
hire does not fall within the ordinary 
use of the streets. Their use for pur- 
poses of gain is special and extraor- 
dinary, and may be prohibited or 
conditioned as the legislature or mu- 
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nicipality sees proper. The conduct 
of the business of a carrier for hire 
over the streets of a city is a mere 
privilege, and not a natural or in- 
herent right of the individual conduct- 
ing such business. Being a privilege, 
it can be given or withheld. Schles- 
inger v. Atlanta (1925) 161 Ga. 148, 
129 S. E. 861. 


Need for Regulation By State Is 
Shown 


[2] The law thus announced was 
supported by reasoning and authori- 
ties applicable also to highways. To 
the same effect the Supreme Court of 
the United States speaks: “The 
streets belong to the public and are 
primarily for the use of the public in 
the ordinary way. Their use for the 
purposes of gain is special and extra- 
ordinary, and generally, at least, may 


be prohibited or conditioned as the 


legislature deems proper.” Packard 
v. Banton (1924) 264 U. S. 140, 144, 
68 L. ed. 596, 44 Sup. Ct. Rep. 257. 
The complainant is, therefore, both 
engaged in a business that is regulable 
and doing that business on the high- 
ways by a privilege which may by 
general law and that of Georgia be 
conditioned or withheld. 

The requirement of a certificate of 
public necessity and convenience is 
justifiable. Carriers for hire, such 
as the complainant, whether in all re- 
spects common carriers or not, may 
be put in a legislative class for regu- 
lation. It is common knowledge that 
the expensively improved modern 
highways, affording a perfect track, 
untaxed, built and kept up by the 
public, have been made the theater of 
a passenger and freight carriage busi- 
ness that has greatly modified the 


traffic system of the country, and has 
brought about larger, heavier, and 
swifter vehicles that tend greatly to 
damage the pavements, and on nar- 
row ones becomes a source of great 
inconvenience and danger. 

Profits depend on filling the vehi- 
cles, and there is constant temptation 
to make quick schedules and reach 
stations ahead of competitors. Regu- 
lation and restriction is imperative. 
The legislature, through its agency, 
the Public Service Commission, may 
determine what sort and how many 
such vehicles can be used on the roads 
with safety to the pavement, to their 
passengers, and to other travelers, and 
may prefer the ordinary use of the 
highway to the new use of it for ex- 
tensive carriage business. It may 
limit the use of its highways for this 
purpose just as it has always limited 
the use of its power of eminent do- 
main, so as to avoid needless and per- 
haps disastrous multiplication of rail- 
roads. 


Actions Constitute Fair Classification 


The power to select, limit, and pro- 
hibit uses of the highways by carriers 
for hire, which is implied in the re- 
quirement of a certificate of public 
convenience and necessity, is justified 
both as a regulation of the business 
and as a regulation for the protection 
and safety of the highways. There is 
thereby no unequal protection of law, 
but a reasonable classification. Com- 
plainant does not show that it is likely 
to be deprived of any liberty or prop- 
erty without due process of law, but 
only of a privilege on a highway to 
which it has no constitutional or statu- 
tory right. Reliance as being to the 
contrary is placed upon Michigan 
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Pub. Utilities Commission v. Duke 
(1925) 266 U. S. 570, 69 L. ed. 445, 
P.U.R.1925C, 231, 45 Sup. Ct. Rep. 
191, 36 A.L.R. 1105, and Frost v. 
California R. Commission (1926) 
271 U.S. 583, 70 L. ed. 1101, P.U.R. 
1926D, 483, 46 Sup. Ct. Rep. 605, 
47 A.L.R. 457. 

In the former Duke was a private 
carrier of automobile bodies from 
one state to another, hauling for three 
patrons only. The Michigan act 
which made all persons carrying for 
hire on the highway become common 
carriers with regulation of rates and 
requirement of certificate of public 
necessity, was held invalid as to him 
because a burden on interstate com- 
merce. It was also said that to con- 


vert a private carrier into a public one 
against his will was contrary to the 
due process clause of the Fourteenth 


Amendment, in that it deprived him 
of his property without due process 
of law by subjecting it to the use of 
the public and preventing him from 
carrying out his contracts of private 
carriage. 

In the Frost Case, supra, interstate 
commerce was not involved, but again 
the carrier was engaged in hauling 
only citrus fruits for certain pro- 
ducers. It was assumed that the use 
of the highway by a private carrier 
for hire was a mere privilege that 
could be denied to him, but the Cali- 
fornia act, which compelled him to 
get a certificate of public necessity and 
to become a common carrier, having 
already been held by the state supreme 
court not to be a regulation of the use 
of the highway, but of the business 
of the private carrier, the act so con- 
strued was held contrary to the Four- 
teenth Amendment. 
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No Record of Improper Use of 
Power Present 

The reason was that the private 
carrier could not be directly forced, 
against his will, to dedicate his vehi- 
cles to the public use and assume the 
liabilities of a common carrier, nor 
could this unconstitutional end be at- 
tained indirectly by the duress of 
denying him the use of the roads for 
the sole purpose of compelling his as- 
sent. In neither of these cases was it 
held that the private carrier has any 
property right in the highway or in 
its use, or that regulation of its use 
would necessarily be unconstitutional. 
The present complainant is not en- 
gaged in interstate commerce and can- 
not raise any question concerning 
that. Hendrick v. Maryland (1915) 
235 U. S. 610, 59 L. ed. 385, 35 Sup. 
Ct. Rep. 140. The supreme court of 
Georgia has not held the Georgia act 
to be solely a regulation of business 
and not also a regulation of the use of 
the highways. But above all the com- 


plainant is not being forced to dedi- 


cate its property to public use, but has 
voluntarily engaged in this business, 
and its only wish and purpose now is 
to be allowed to do more of it. 

[3] The fees for the certificate and 
for the license of each vehicle are in 
the nature of a tax, justified in the 
reasonable amounts exacted, as re- 
compense for the special use, for the 
purpose of gain, of the highways. 
Hendrick v. Maryland, supra. 

This brings us to the regulation by 
restriction of the schedules. Such a 
regulation appears to have a double 
source, partly for the convenience of 
the public in having certain and regu- 
larly spaced schedules and partly in 
the interest of safety on the road in 
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not having too many or too speedy 
ones. No serious question of the 
power to regulate in these respects 
seems possible, unless the regulation 
be arbitrarily done. Complainant here 
asserts improper and discriminatory 
regulation by the Commission, but it 
was done after hearing and the record 
of the evidence produced is not pre- 
sented to us. 


Injunction Refused On Case Pre- 
sented 


(4, 5] The Commission asserts that 
the road is the only paved one from 
Atlanta to Macon, that it is narrow 
and the most heavily traveled road in 
Georgia, and that there are 19 round 
trip motor busses now using it daily. 
Evidently this is more than the traffic 
demands, as the complainant cannot 
profitably fill its vehicles. The hours 


assigned complainant do not seem dis- 
advantageous on their face and no 
proof is offered that they are so in 


fact. The greater number of sched- 
ules given competing lines is ex- 
plained by saying that the number of 
local schedules given each is equal, 
the excess schedules being interstate 
through schedules. It is not apparent 
that arbitrary discrimination has been 
practiced against complainant. 

From what has been said it follows 
that the certificate of public necessity 
and convenience can be revoked if the 
complainant fails to observe lawful 
regulations, or if circumstances arise 


rendering it detrimental to the public 
to continue it. The statute permits 
such revocation only after hearing. 
Such a hearing is now imminent be- 
fore the Commission. There is no 
reason to doubt that it will be fairly 
conducted and result in a just order. 
No constitutional right of the com- 
plainant is to be denied to prevent 
which this court should act. 

[6] It has been urged that the com- 
plainant has applied for and obtained 
a certificate under the act and con- 
ducted business under it, and express- 
ly agreed to regulation by the act and 
the Commission, and is, therefore, es- 
topped to attack the regulation. One 
cannot, in the same proceeding, both 
assail and rely upon a statute, nor can 
he deny its validity while clinging to 
benefits under it. But when he en- 
tirely repudiates it, although previous- 
ly having endeavored to comply, and 
the statute is being used wholly to his 
present disadvantage, it may be as- 
sailed as unconstitutional. Buck v. 
Kuykendall (1925) 267 U. S. 307, 
69 L. ed. 623, P.U.R.1925C, 483, 45 
Sup. Ct. Rep. 324, 38 A.L.R. 286. 
It would be unfortunate practically to 
have some of these carriers regulated 
through estoppel and others unregu- 
lated because of a successful attack 
upon the regulations. 

Having considered the questions 
raised on their merits we conclude 
that an interlocutory injunction should 
be refused. 
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MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re C. F. Nelson Pratt et al. 


[D. P. U. 3814.] 


Rates — Interurban railways — Exit fares. 
The establishment of an exit fare, in addition to the fare paid on board- 
ing a train, was authorized in a modified form through the use of exit 
coupons, permitting an increase between certain stations in the schedule 


of an interurban railway. 


[March 21, 1930.] 


| grein of patrons of an interurban railway against pro- 
posed fare increases; rates adjusted. 


By the DEPARTMENT: The Boston, 
Revere Beach & Lynn Railroad Com- 
pany, in its new schedule of rates, 
proposes to increase the fare between 
stations in Lynn and stations in Bos- 


ton and Winthrop from the present 
cash fare of 10 cents to 15 cents. 
The schedules also provide for the 
sale of 12-trip tickets for $1.50. The 
proposed fare is thus a 15-cent cash 
fare, or a 134-cent ticket fare. The 
rates between stations in Winthrop 
and Boston and between stations in 
Revere and Boston are not increased ; 
nor are the fares between Lynn and 
Revere Beach increased. 

A public hearing was held at which 
various persons objected to the pro- 
posed increase, and the railroad sub- 
mitted evidence tending to show a 
need for greater revenue to meet the 
cost of repairs to its ferries and to 
some of its stations, and to set aside 
adequate depreciation. 

The cash fare on the Boston & 
Maine Railroad between Lynn and 
Boston is 42 cents. The fare by use 
of a 12-ride ticket is 19} cents. While 
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the distance between Lynn and Bos- 
ton over the Boston & Maine railroad 
is somewhat greater than that over 
the Boston, Revere Beach & Lynn 
railroad, nevertheless the proposed 
schedule of the latter provides for a 
15-cent cash fare, as contrasted with 
a 42-cent cash fare on the Boston & 
Maine railroad, and for a 12}-cent 
ticket fare, as contrasted with a 19}- 
cent ticket fare on the Boston & 
Maine railroad. On this basis we 
cannot say that the proposed rates of 
the Boston, Revere Beach & Lynn 
Railroad Company are unreasonable. 
The fare between Lynn and Revere 
is 10 cents. It is neither unreason- 
able nor unfair to require passengers 
riding from Lynn to Boston or Win- 
throp to pay an additional charge of 
23 cents, if tickets are used, or of 5 
cents, if a cash fare is paid, for riding 
the extra distance from Revere to 
Boston or Winthrop. The proposed 
rates per mile of transportation are 
less than those charged by any rail- 
road in the commonwealth, and, so 
far as we are aware, are less than 
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those charged by any railroad in the 
country. 

If, by reason of the changed rates, 
the company derives a revenue in ex- 
cess of that required for dividends 
necessary to maintain its credit, it 
should be devoted to necessary re- 
pairs and to the improvement of the 
service of the railroad. 

We do not approve of the proposed 
method of collection of fares. Under 
the compaany’s proposal, all persons 
leaving the stations at West Lynn and 
Lynn were to pay 5 cents, or present 
an exit coupon, in addition to the 10- 
cent cash fare already paid, and all 
persons entering those stations were 
to pay a 15-cent fare. Those pas- 


sengers intending to leave the train 
within the 10-cent zone would obtain 
in the Lynn stations a redemption 
coupon entitling them to receive 5 


cents at the station where they left 
the train. Our objection to the pro- 
posed method of collecting the fares 
has been that in the heavy traffic of 
the summer months at the Crescent 
Beach and Bath House stations there 
might be passengers traveling to Lynn 
who would not receive their exit 
coupons and thus would be obliged to 
pay 15 cents for a 10-cent ride. In 
addition, the company’s proposal 
would be likely to cause confusion and 
delay at the exits of the Lynn stations 
in times of heavy traffic. Through 
our engineering division we have sug- 
gested changes in the company’s plan, 
to insure passengers receiving their 
exit coupons at the Crescent Beach 
and Bath House stations, and to re- 
lieve any delay to passengers leaving 
the stations at Lynn. 
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We think, also, that the company 
should make provision for monthly 
or other form of tickets entitling 
students under the age of twenty-one 
years to ride between the Lynn sta- 
tions and the Boston stations at a 
rate not to exceed one-half the cash 
fare. This will enable such students 
to ride for 74 cents, instead of for 
the present fare of 10 cents. 

Arguments were presented at the 
hearing that the company should 
provide a 5-cent fare between sta- 
tions in East Boston, the same as pro- 
vision is made for such fares between 
stations in Winthrop and Revere. 
This is a matter which we think is not 
properly before us in the present pro- 
ceedings, as the fares now in effect 
between the stations in East Boston 
are in no way affected by the proposed 
new schedules of fares. 

As the changed method of collec- 
tion of fares will provide for the use 
of tickets from Lynn to Boston and 
Winthrop only, and the use of exit 
coupons at the Lynn stations only, 
the schedule should be modified so as 
to provide, in place of the sale of 12- 
trip tickets for $1.50, the sale of 6 
tickets from the Lynn stations to Bos- 
ton or Winthrop, together with 6 exit 
coupons good at the Lynn stations, 
for 90 cents. The passenger will use 
one ticket to Boston or Winthrop, 
which costs him 124 cents, and in re- 
turning he will pay 10 cents into the 
turnstile in the Boston or Winthrop 
stations and deliver an exit coupon 
which has cost him 24 cents, either 
to collectors on the trains, between the 
Point of Pines and Lynn stations, or 
at the Lynn stations. 
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CALIFORNIA RAILROAD COMMISSION 


Re Inland Empire Gas Company 


[Decision No. 22238, Application No. 16296.] 


Security issues — Notes — Refunding. 


1. The issue of notes by a utility to pay or refund outstanding notes may 
not done without authorization, p. 140. 

Security issues — Necessity for authorization — Demand notes. 
2. A demand note representing accrued and unpaid interest on outstand- 
ing notes may be issued by a utility without authorization, p. 140. 


{March 20, 1930.] 


Pera of @ gas utility for authority to issue certain 


securities; granted. 


APPEARANCE: J. D. Taggart, for 
applicant. 


By the ComMIssION: 


ORDER 
Inland Empire Gas Company asks 


permission to issue $125,000 of 8 per 


cent unsecured demand notes to re- 
fund $125,000 of 12 per cent un- 
secured demand notes and to issue a 
new demand note for the accrued and 
unpaid interest on said $125,000 of 
12 per cent notes from April 8, 1928, 
or such later date on which the de- 
mand notes were issued, to February 
1, 1930. 

[1, 2] The company has outstand- 
ing, as said, $125,000 of 12 per cent 
demand notes issued from time to 
time as its required construction 
funds. The notes were issued in vary- 
ing amounts from November 8, 1927, 
to November 25, 1929, both inclusive. 
Under the provisions of the Public 
Utilities Act, the issue of the notes 
did not have to be, and was not, au- 
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thorized by the Commission. How- 
ever, the issue of notes to pay or re- 
fund the $125,000 of notes may not 
be done without authorization from 
the Commission. 

The company may issue a demand 
note ‘to represent the accrued and un- 
paid interest without permission from 
the Commission. That portion of ap- 
plicant’s request will, therefore, be 
dismissed. 

The Commission has considered the 
request of applicant and is of the 
opinion that this is a matter in which 
a public hearing is not necessary, and 
that the money, property, or labor to 
be procured or paid for by the issue 
of the $125,000 of notes is reasonably 
required for the purpose specified in 
this order, and that such purpose is 
not in whole or in part reasonably 
chargeable to operating expenses or 
to income; 

It is hereby ordered, that the In- 
land Empire Gas Company be and it 
is hereby authorized to issue, on or 
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before September 1, 1930, its un- 
secured 8 per cent demand note in the 
principal sum of $125,000 for the 
purpose of paying or refunding the 
demand notes set forth in Exhibit 
“A,” filed in this proceeding and ag- 
gregating $125,000 face value. 

It is hereby further ordered, that 
this application, in so far as it involves 
the issue of a demand note to pay or 
refund accrued and unpaid interest, 


be and it is hereby dismissed for want 
of jurisdiction. 

It is hereby further ordered, that 
the authority herein granted will be- 
come effective when applicant has paid 
the fee prescribed by § 57 of the Pub- 
lic Utilities Act, which fee is $125, 
and that applicant shall file with the 
Commission, within thirty days after 
the issue of the note herein authorized, 
a copy of such note. 





SOUTH DAKOTA BOARD OF RAILROAD COMMISSIONERS 


Re Henry Hamilton 


[Order No. 3759-A.] 


Interstate commerce — Commission jurisdiction — Convenience and necessity. 
1, The Commission has no authority to inquire into the question of con- 
venience and necessity in granting an application of a motor carrier for 
authority to operate in interstate commerce, p. 142. 


Interstate commerce — Uniform rate regulation by the state — Busses. 


2. An interstate bus company, upon being given a certificate to operate in 
interstate commerce, should file and put into effect rates on the same level 
as those filed by similar companies operating under similar conditions, 
both as a matter of uniformity and as a matter of taxation, p. 142. 


{March 11, 1930.] 


Pesan of a motor carrier for a certificate of conven- 
tence and necessity to operate in interstate commerce; 
granted. 


APPEARANCES: Evans and Evans, 
Attorneys, Pipestone, Minnesota, for 
the applicant; Caldwell and Burns, 
Attorneys, Sioux Falls, for the pro- 
testants, Chicago, St. Paul, Minneap- 
olis & Omaha Railway Company and 
Wilson Transportation Company; 
Parliman and Parliman, Attorneys, 
Sioux Falls, for the applicant James 
M. Burke. 
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By the Boarp: Henry Hamilton, 
an individual, of Luverne, Minnesota, 
has made application to the Board of 
Railroad Commissioners for a certifi- 
cate to operate as a Class A motor 
carrier in the transportation of prop- 
erty between Luverne, Minnesota, 
and Sioux Falls, South Dakota, with 
no intermediate stops, in interstate 
transportation only, on a time sched- 
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ule which contemplates leaving Lu- 
verne at 7 :30 A. M., arriving at Sioux 
Falls, 8: 30 a. M.; leaving Sioux Falls 
1 p. M., arriving Luverne, 2:30 P. m. 
He proposes to transport groceries, 
fruits, and other merchandise on a 
rate schedule as follows: First class, 
35 cents; second class, 30 cents; third 
class, 25 cents; fourth class, 20 
cents; with a minimum charge of 30 
cents. 

A similar application was made by 
James M. Burke, of Sioux Falls, and 
both matters being similar as to the 
nature and character of the opera- 
tions, both were assigned for hearing 
at Sioux Falls at the same time and 
place and a joint record made. 

[1] At the opening of the hearing, 
the Board announced that it was not 
its purpose to inquire into the ques- 
tion of convenience and necessity. 
The applicant, however, introduced 
testimony tending to show that the 
service proposed was in the public in- 


terest, and in rebuttal to such testi-. 


mony, the protestants showed that the 
Chicago, St. Paul, Minneapolis & 
Omaha Railway operates two pas- 
senger trains each way daily, carry- 
ing baggage, mail, and express, and 
daily except Sunday way freight serv- 
ice between Sioux Falls and Luverne; 
that the Wilson Transportation Com- 
pany operates a truck line between 
these two points and that the present 
transportation facilities are entirely 
adequate. 

Bush & Sons Co. v. Maloy (1925) 
267 U. S. 317, 69 L. ed. 627, P.U.R. 
1925C, 488, 45 Sup. Ct. Rep. 326, 
holds that a state cannot deny the use 
of its highways to motor vehicles 
operated by common carriers, for 
hire, over regular routes in interstate 
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commerce, merely because existing 
lines of transportation would be prej- 
udiced thereby. The supreme court 
of Rhode Island, in Newport Electric 
Corp. v. Oakley (1925) 47 R. I. 19, 
P.U.R.1925E, 475, 129 Atl. 613, held 
that a certificate cannot be withheld 
from a person about to engage in 
interstate commerce on the ground 
that the public is being adequately 
served over the proposed route or that 
public convenience and necessity do 
not require the contemplated service. 
The record in this case shows that it 
is the intention of the applicant to 
operate between Sioux Falls and Lu- 
verne and to perform no intrastate 
service whatsoever. 

[2] The record shows that the ap- 
plicant proposes to establish a sched- 
ule of rates lower than those now in 
use by the Wilson Transportation 
Company and by the railway com- 
pany. There are many court de- 
cisions On questions of taxation of 
motor carriers, wherein the rule adopt- 
ed in Morris v. Duby (1927) 274 U. 
S. 135, 71 L. ed. 966, 47 Sup. Ct. 
Rep. 548, is generally accepted. It 
was there held that users of highways, 
although engaged exclusively in inter- 
state commerce, may be required to 
contribute to their costs and upkeep; 
that common carriers, for hire, who 
make highways their place of busi- 
ness, may properly be charged an 
extra tax for such use; that it is not 
a discrimination against interstate 
carriers to subject them to special 
taxes where it cannot be shown that 
the tax falls on the carrier with a dis- 
proportionate economic weight. (See 
Interstate Busses Corp. v. Blodgett 
(1928) 276 U. S. 245, 72 L. ed. 551, 
P.U.R.1928C, 144, 48 Sup. Ct. Rep. 
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230). In the instant case, there is 
no question of unusual or discrimina- 
tory tax. The state of South Dakota 
is interested in the subject of rates 
charged by motor carriers for the 
reason, among others, that the tax 
received by the state is based upon the 
gross earnings of the carrier and the 
gross earnings depend, in a large 
measure, upon the rates and charges. 
The state is also interested in the 
adoption of reasonable and uniform 
rates and inasmuch as the rates filed 
and charged by the Wilson Transpor- 
tation Company have not been found 
to be unreasonable, we believe that.it 
is in the public interest, both as a mat- 
ter of uniformity and as a matter of 
taxation, for the applicant in this case 
to file and put into effect rates on the 
same level with those of the Wilson 
Transportation Company. 

After carefully considering the en- 
tire record, the Board is of the opin- 
ion and finds that the application of 
Henry Hamilton to operate as a Class 
A motor carrier of property, for hire, 
between Sioux Falls and the South 
Dakota-Minnesota state line, where 
the same is intersected by Federal 
Highway No. 16, in interstate trans- 
portation only, should be granted and 


that an order should be entered ac- 
cordingly. 

Let an order be entered accordingly. 

On this date, the Board having 
completed its investigation and made 
and filed its report containing its 
findings of fact and conclusions 
thereon, a copy of which is hereto 
annexed, hereby referred to and made 
a part hereof, and the Board being 
fully advised in the premises, and 
sufficient cause for this order appear- 
ing; 

It is therefore ordered, That a cer- 
tificate be issued to the applicant, 
Henry Hamilton, an individual, of 
Luverne, Minnesota, to operate as a 
Class A motor carrier of property, for 
hire, between Sioux Falls and the 
South Dakota-Minnesota State line, 
where the same is intersected by Fed- 
eral Highway No. 16, at rates and 
upon the time schedule as filed, upon 
the filing and approval of bond or 
public liability insurance as required 
by law, and the rules and regulations 
in effect; that such certificate shall 
limit the carrier to interstate opera- 
tions only; that such certificate shall 
be subject to modification after hear-. 
ing, upon complaint or upon the 
Board’s own motion, 
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NEW YORK SUPREME COURT, SPECIAL TERM, NEW YORK 
COUNTY 


City of New York 


Interborough Rapid Transit Company 


(— Misc. —, 240 N. Y. Supp. 316.) 


Constitutional law — Delegation of powers — Municipal rate regulation. 
1. The state may delegate authority to a municipal corporation to estab- 
lish by contract the rates to be charged by a public utility for a definite 
term, thereby suspending during the life of such contract the governmental 
power of regulating such rates, p. 148. 

Rates — Powers of courts — Contracts. 
2. The courts will not relieve a utility from its obligation to serve at rates 
agreed in a valid contract entered into by it with a municipality, however 
inadequate such rates might be, as the enforcement of such rates is con- 
trolled by the obligation resulting from the contract, p. 148. 

Rates — Contractual agreement — Effect of regulatory statutes. 
3. A contract between a city and a rapid transit company fixing a fare to 
be charged during the term of the agreement was held not to be subject 
to a subsequent regulatory provision of the Public Service Commission 
Law regarding rates, in view of the expressed intent of the legislature 
that the agreement so fixed between the parties should be free from subse- 
quent regulation, p. 149. 

Contracts — Contractual profit as grounds for breach. 
4. That a contract may prove to be unprofitable for one party is not suf- 
ficient ground to relieve that party from its duty of performance, p. 152. 

Parties — Specific performance of rate contract. 
5. The New York Transit Commission was held to be the proper party 
to institute proceedings to compel specific performance by a rapid transit 
company of a so-called 5-cent fare contract in the leasing of a rapid transit 
system from a city, p. 153. 

Injunction — Threat of violation of rate contract. 
6. Where the operator of a rapid transit system has threatened to violate 
contract provisions fixing the rate of fare to be charged, sufficient grounds 
exist for the city to sue and obtain an injunction restraining the breach 
of such agreement, p. 153. 

{February 28, 1930.] 


cTION by the Transit Commission for the use of the city 

of New York against a rapid transit company to compel 

specific performance of a contract fixing fare at 5 cents; judg- 
ment for the plaintiff. 
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NEW YORK v. INTERBOROUGH RAPID TRANSIT CO. 


APPEARANCES: Arthur J. W. 
Hilly, Corporation Counsel, of New 
York city (E. J. Kohler, Joseph A. 
Devery, and M. Maldwin Fertig, all 
of New York city, of counsel), for 
the city; Samuel W. Untermyer and 
Irwin Untermyer, both of New York 
City, for Transit Commission ; James 
L. Quackenbush and W. L. Ransom, 
both of New York city (J. H. Goetz, 
A. S. Hubbard, and John Fletcher 
Caskey, all of New York City, of 
counsel), for defendant. 


INGRAHAM, J.: The present action 
has been brought by the Transit Com- 
mission of the state of New York, for 
and on behalf of the city of New 
York, to compel a specific performance 
by the defendant of the so-called 
“five-cent fare clauses” in two certain 
contracts to which the defendant is a 
party, which contracts are known, or 
at least have come to be known in the 
course of this litigation, as Contract 
No. 3 and the Elevated Extension 
Certificate. The plaintiff also seeks 
to enjoin the defendant from carrying 
out its avowed intention of increas- 
ing the existing rate of fare on its 
subway and elevated lines from 5 to 
7 cents. This suit constitutes, there- 
fore, another chapter in the history of 
rapid transit within this metropolis, 
where the problem of transporting 
milllions of inhabitants is rendered ex- 
ceedingly more difficult by reason of 
the countless thousands of transients 
constantly within the gates of our 
city. This history, in so far as it is 
relevant to the case now under consid- 
eration, may be, on account of the 
limitations of a decent economy of 
space, only briefly outlined. 

It dates from the passage of the 
P.U.R.1930C.—10. 


Rapid Transit Act of 1891 by the 
legislature of this state in an effort to 
aid in the provision of “Rapid Transit 
Railways in cities of over one million 
inhabitants.” That statute contem- 
plated private construction and opera- 
tion of rapit transit lines under fran- 
chises to be granted by the Board of 
Rapid Transit Commissioners, there- 
in appointed (chapter 4, Laws of 
1891). Section 7 of the act pro- 
vided that the terms of sale of such 
franchises “must,” among other 
things, “specify the maxi- 
mum rates of fares and freight which 
such corporation may charge and col- 
lect for the carriage of persons and 
property.” The act also contained 
authority (§ 32) for the Commission- 
ers to permit the extension of exist- 
ing or thereafter constructed lines and 
for the issuing of an “Extension Cer- 
tificate” therefor upon specified con- 
ditions and upon “such other terms, 
conditions, and requirements as to the 
said board may appear just and prop- 
er.” In 1894 this act was amended to 
provide for a referendum at the next 
general election upon the question 
whether rapid transit facilities in the 
city of New York should be con- 
structed by the city (§§ 12 and 13, ¢. 
752, Laws of 1894). The people ap- 
proved the proposal by an overwhelm- 
ing vote in its favor, and under sanc- 
tion of this act were constructed the 
lines owned by the city and now op- 
erated by the defendant as its subway 
division. What are known as Con- 
tracts 1 and 2, covering these lines, 
were entered into on February 21, 
1900, and July 21, 1902, and subse- 
quently assigned to the defendant. 
Both of these contracts contain the 
following provision: “The contrac- 
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tor shall during the term of the lease 
be entitled to charge for a single fare 
upon the railroad the sum of 5 cents, 
but not more.” The defendant ap- 
parently has never denied that Con- 
tracts 1 and 2 established an inflexible 
5-cent fare. 

In 1903 defendant leased all the 
elevated lines of the Manhattan Rail- 
way Company for a term of 999 
years, agreeing to pay as rental there- 
for 7 per cent on the stock of the 
Manhattan Company. In 1906 the 
Rapid Transit Act was amended re- 
quiring the approval of the city in the 
execution of any contract or extension 
certificate (chapter 472, Laws of 
1906). In 1907 there was passed the 
Public Service Commission Law 
(chapter 429, Laws of 1907), the re- 
lation of which to the questions here 
involved will later be discussed. In 
1909 further amendments were made 
to the Rapid Transit Act (Laws 
1909, c. 498) to further extend the 
powers of the Commission and the 
city. Contracts 1 and 2 failed to pro- 
vide adequate facilities to properly 
care for the city’s ever growing need 
for more rapid transit facilities, and 
there were proposed two plans for the 
construction and operation of new 
lines; one of these, under agreement 
with the defendant, ripened into Con- 
tract No. 3 and the Elevated Exten- 
sion Certificate of 1913, with which 
we are here concerned. The most 
casual reading of the record of ne- 
gotiations preliminary to these agree- 
ments yields no other conclusion but 
that the 5-cent fare clause furnished 
the chief bone of contention between 
the city and the Commission on the 
one hand, and the defendant on the 
other. The Supreme Court of the 
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United States, in the case of Gilchrist 
v. Interborough Rapid Transit Co. 
(1929) 279 U. S. 159, 73 L. ed. 652, 
P.U.R.1929B, 434, 447, 49 Sup. Ct. 
Rep. 282, 287, refers to the events 
transpiring during this period, as fol- 
lows: “In 1912, as specially re- 
quested by the Board of Estimate and 
with full knowledge of the circum- 
stances, the legislature enacted the 
Wagner Bill which amended the 
Rapid Transit Act, so as definitely to 
authorize the contracts and certifi- 
cates, finally signed March 19, 1913, 
and above described, whose provi- 
sions, after long negotiations, had 
been tentatively agreed upon prior to 
the amendment.” 

The amendment referred to was 
contained in a bill introduced in the 
New York state legislature by Senator 
Robert F. Wagner and which had 
been drafted by the Public Service 
Commission. Pending its passage the 
Board of Estimate and Apportion- 
ment passed a resolution on March 
21, 1912; wherein we find the follow- 
ing significant language: 

“Whereas, the Public Service Com- 
mission for the First District and the 
Board of Estimate and Apportion- 
ment of the city of New, York have 
under consideration plans for the con- 
struction and operation of a system 
of subway and rapid transit lines that 
will extend rapid transit facilities to 
every part of the city and secure to 
the people an extension of service 
that will increase threefold the area 
throughout which passengers may be 
carried for a single 5-cent fare; and 


“Whereas, There is now pending 
before the legislature an act amenda- 
tory of the Rapid Transit Act 
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and designated to permit the public 
authorities to enter into contracts for 
the construction, equipraent and op- 
eration of rapid transit lines. . 

“Resolved, that the Board of Esti- 
mate and Apportionment of the city 
of New York earnestly urges upon 
the legislature the importance of the 
prompt passage of Senate Bill No. 
1277 amending the rapid transit act 
and introduced by Senator Wagner on 
March 18th. . ...” 

The bill in question was enacted on 
April 9, 1912, as chapter 226 of the 
Laws of 1912. On March 19, 1913, 
Contract No. 3 and the Elevated Ex- 
tension Certificate were executed. In 
both agreements the continuance of a 
maximum fare of 5 cents was agreed 
to by the defendant. 

The 5-cent fare clause in Contract 
3 is set forth as follows (article 
XLII) : 


“The lessee shall during the 
term of the contract be entitled to 
charge for.a single fare upon the rail- 
road and existing railroads the sum 


of 5 cents but not more.” In return 
for the promise by the defendant of 
the 5-cent fare, there was conferred 
upon it the benefit of certain preferen- 
tial payments out of revenue in order 
that it might be compensated for a 
possible diminution of earnings from 
the operation of an extended system 
at a single fare. In the Elevated Ex- 
tension Certificate (article VI) it is 
provided: “The Interborough Com- 
pany shall be entitled to charge for a 
single fare for each passenger for one 
continuous trip the sum of 
5 cents but not more.” In the certifi- 
cate, the division of earnings between 
the defendant and the city is such as 
to clearly demonstrate that the parties 
to the agreement understood that the 
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preferential payments therein guaran- 
teed to the company were promised to 
it as a protection for a possible falling 
off in earnings as a result of the op- 
eration of an extended system at a 
single fare of 5 cents. In both docu- 
ments the bargain stands out as if the 
details of the negotiations were there 
set forth. The preferential payments 
and guaranteed revenue were the 
price the city paid for the defendant’s 
promise that the 5-cent fare would en- 
dure so long as the contracts would 
live. 

Other provisions of Contract No. 3 
are important, as follows: “Article 
I. . . . The city and the lessee 
further agree upon the modification 
of Contract No. 1 and Contract No. 
2 in the respects herein set forth, but 
nothing in this contract shall be con- 
strued as a modification or waiver of 
any of the rights or obligations of the 
respective parties except in 
the respect and to the extent herein 
specifically set forth.” 

In this connection it must be noted 
that the. 5-cent fare provisions con- 
tained in Contracts Nos. 1 and 2 are 
not specified among the provisions 
modified by Contract No. 3. “Article 
III. This contract is made pursuant 
to the Rapid Transit Act which is to 
be deemed a part hereof as if incorpo- 
rated herein.” 

The Elevated Extension Certificate 
contained provisions defining the 
word “city” as used therein to mean 
the city of New York or any other 
corporation or division of government 
to which the ownership, rights, pow- 
ers, and privileges of the city of New 
York shall hereafter come, belong, or 
appertain, “under the Rapid Transit 
Act,” and similarly the word “Com- 
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mission” to mean the Public Service 
Commission for the First District “in 
so far as it acts herein under the 
Rapid Transit Act” or any official 
to whom the powers now “conferred 
upon the said Commission by the 
Rapid Transit Act” may hereafter be 
transferred. 

In order that the picture may be 
complete, reference must be made to 
the efforts of the defendant in the 
past decade to obtain an increase of 
fare on its lines covered by the con- 
tracts in question. In 1920, it applied 
to the Public Service Commission for 
a higher fare on its subway lines. 
The application was denied, whereup- 
on defendant instituted certiorari pro- 
ceedings to review the action of the 
Commission which proceeding it dis- 
continued two years later. In 1922, 
defendant applied anew for the in- 
crease on both subway and elevated 
lines, and when the Transit Commis- 
sion refused to take jurisdiction of the 
petition, no further steps were taken 
by the defendant. On February 14, 
1928, the defendant instituted an ac- 
tion in the United States District 
Court for the Southern District of 
New York, and sought therein an 
injunction against an attempt to inter- 
fere with the establishment of a 7- 
cent fare on the subway division and 
Manhattan division. An interlocutory 
injunction was granted by the District 
Court [26 F. (2d) 912, P.U.R. 
1928D, 92], but on appeal to the Su- 
preme Court of the United States the 
determination of the District Court 
was reversed. Gilchrist v. Interbor- 
ough Rapid Transit Co. (1929) 279 
U. S. 159, 73 L. ed. 652, P.U.R. 
1929B, 434, 49 Sup. Ct. Rep. 282. 
The present action was also com- 


menced on February 14, 1928, the 
same day as the action in the Federal 
District Court, following the rejection 
by the Transit Commission of the 7- 
cent fare schedules filed by the de- 
fendant under § 29 of the Public 
Service Commission Law. By an or- 
der of this court, signed by Mr. Jus- 
tice Frankenthaler, the issue of con- 
fiscation has been severed from the 
other issues presented in the action, 
leaving as the basic question to be 
decided here whether the provisions 
of Contract No. 3 and the Ele- 
vated Extension Certificate, guar- 
anteeing a 5-cent fare during the 
endurance of the agreements, are 
subject to the regulatory provisions 
of the Public Service Commission 
Law. 

[1,2] It is settled beyond success- 
ful dispute that a state may author- 
ize a municipal corporation to estab- 
lish by an inviolable contract the rates 
to be charged by a public service cor- 
poration for a definite term and there- 
by suspend during the life of such 
contract the governmental power of 
fixing and regulating rates. Home 
Teleph. & Teleg. Co. v. Los Angeles 
(1908) 211 U. S. 265, 53 L. ed. 176, 
29 Sup. Ct. Rep. 50; St. Cloud Pub. 
Service Co. v. St. Cloud (1924) 265 
U. S. 352, 68 L. ed. 1050, 44 Sup. 
Ct. Rep. 492; California R. Commis- 
sion v. Los Angeles R. Corp. (1929) 
280 U. S. 145, 74 L. ed. —, P.U.R. 
1930A, 1, 50 Sup. Ct. Rep. 71. And 
in such cases the courts may not re- 
lieve the utility from its obligation to 
serve at the agreed rates, however in- 
adequate. The enforcement of such 
rates is controlled by the obligation 
resulting from the contract. St. Cloud 
Pub. Service Co. v. St. Cloud, supra; 
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California R. Commission v. Los An- 
geles R. Corp. supra. 

[3] As has been pointed out, the 
agreements in question were entered 
into pursuant to the authority of the 
1912 amendments to the Rapid Tran- 
sit Act (Laws 1912, c. 226). This 
fact was recognized by the Supreme 
Court of the United States, when it 
said in Gilchrist v. Interborough 
Rapid Transit Co. supra, at p. 447 of 
P.U.R.1929B: “In 1912, as special- 
ly requested by the Board of Esti- 
mate and with full knowledge of the 
circumstances, the legislature enacted 
the Wagner bill which amended the 
Rapid Transit Act, so as definitely to 
authorize the contracts and certifi- 
cates, finally signed March 19, 1913, 
and above described, whose provi- 
sions, after long negotiations, had 
been tentatively agreed upon prior to 
the amendment.” 

While apparently under prior legis- 
lation the Commission was empow- 
ered to enter into such contracts, any 
possible doubt was entirely dissipated 
by the enactment of the Wagner Bill. 
Admiral Realty Co. v. New York 
(1912) 206 N. Y. 110, 99 N. E. 241, 
Ann, Cas. 1914A, 1054. The Public 
Service Commission Law, as was in- 
dicated by the United States Supreme 
Court in the Gilchrist Case, supra, at 
p. 448 of P.U.R.1929B, “is a general 
law relative to regulations and control 
of public utilities throughout the state. 
It contains no words purporting to 
amend or modify the Rapid Transit 
Act except: Those abolishing the 
Board of Rapid Transit Railroad 
Commissioners and directing that, in 
addition to other duties ‘. . . the 
Commission shall have and 
exercise all the powers heretofore con- 
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ferred upon the Board of Rapid Tran- 
sit Railroad Commissioners Ra 

Section 27 of the Rapid Transit 
Act, as amended in 1912 (Laws 1912, 
c. 226, § 8), empowered the Commis- 
sion to enter into a contract with the 
defendant and provided that such 
contract should contain “such terms 
and conditions as to the rates of fare 
to be charged and the character of 
services to be furnished and otherwise 
as said Commission shall deem to be 
best suited to the public interests.” 
Section 24 of the act, as similarly 
amended (Laws 1912, c. 226, § 3) 
with reference to the Elevated Certifi- 
cate, authorized the Commission to 
“fix and determine the locations and 
plans of construction of the railroads 
upon such route or routes and of such 
tracks and facilities, the times within 
which they shall be respectively con- 
structed, the compensation to be made 
therefor to the city by said person, 
firm or corporation, and such other 
terms, conditions, and requirements 
as to the said boards may appear just 
and proper.” This section further 
provided that such a certificate, when 
delivered and accepted, should “be 
deemed to constitute a contract be- 
tween the said city and said person, 
firm, or corporation according to the 
terms of the said certificate ; and such 
contract shall be enforceable by the 
Commission acting m the name of 
and in behalf of the said city or by 
the said person, firm or corporation 
according to the terms thereof.” (§ 
24, subd. 4, as amended by Laws 1909, 
c. 498, § 7). A reading of other pro- 
visions persuasively carries us to the 
conclusion that the intent of the legis- 
lature in enacting the amendments of 
1912 was to authorize the execution 
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of contracts with respect to the rate 
of fare to be charged on both the sub- 
way and elevated lines (§ 29, subd. 
3; § 38; § 27, subd. 8). The defend- 
ant strenuously contends that, since 
the Transit Act as amended, with par- 
ticular reference to § 24, contains no 
specific reference to fares, no author- 
ity was conferred upon the Commis- 
sion to contract concerning the rate of 
fare on the elevated lines. Section 
24, when read in conjunction with the 
entire act, contains language sufficient- 
ly broad to include fares, and under 
its provisions the Commission is em- 
powered to contract with reference to 
rates of fare as well as to prescribe 
other requirements in the agreements. 
The conclusion becomes unescapable 
therefore that the legislature, having 
expressly authorized the fare stipula- 
tions entered into between the Com- 
mission and the defendant in Con- 
tract 3 and the certificate, could not 
have intended at the same time to 
subject the contract to subsequent 
regulation. To hold that such an in- 
tention existed would be in effect to 
brand the action of the legislature as 
purposeless. 

This phase of the question has re- 
ceived the consideration of the United 
States Supreme Court in Gilchrist v. 
Interborough Rapid Transit Co. 
(1929) 279 U. S. 159, 73 L. ed. 652, 
P.U.R.1929B, 434, 451, 49 Sup. Ct. 
Rep. 282, wherein is found the fol- 
lowing significant language: “The 
power of the city to enter into con- 
tracts numbers 1 and 2 was affirmed 
in Sun Printing & Publishing Asso. 
v. New York (1897) 152 N. Y. 
257, 46 N. E. 499, 37 L.R.A. 788; 
likewise the validity of contract num- 
ber 3 was declared in Admiral Realty 


Co. v. New York (1912) 206 N. Y. 
110, 99 N. E. 241, Ann Cas. 1914A, 
1054.” These cases point out that the 
object of those contracts was to secure 
the operation of railways properly de- 
clared by statute to be part of the pub- 
lic streets and highways and the ab- 
solute property of the city. And fur- 
ther in the same opinion: “Both the 
bill of complaint and the argument of 
counsel here proceed upon the theory 
that under the law of New York, as 
clearly interpreted by definite rulings 
of her courts, the contracts for op- 
erating the transit lines impose no in- 
flexible rate of fare. With this postu- 
late we cannot agree.” The Supreme 
Court then comments on the decision 
of the Court of Appeals of this state 
in the case of People ex rel. New York 
v. Nixon (1920) 229 N. Y. 356, 
P.U.R.1920F, 1008, 128 N. E. 245, 


‘which is cited with great reliance by 


the defendant in the instant action. 
No better refutation could be found 
for the argument advanced by the 
Interborough here that the Nixon 
Case, supra, is authority for its con- 
tention than to quote the following 
language of the supreme judicial 
tribunal of the land (Gilchrist v. In- 
terborough Rapid Transit Co. supra, 
at p. 452 of P.U.R.1929B): “The 
circumstances there were radically 
different from those now presented. 
The effect of a contract with the city, 
expressly authorized by amendment to 
the Rapid Transit Act adopted sub- 
sequent to enactment of the Public 
Service Commission Law, was not in- 
volved. The court carefully limited 
its opinion. And it said: “The con- 
ditions of other franchises may sup- 
ply elements of distinction which can- 
not be foreseen. Contracts made after 
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the passage of the statute (Consol. 
Laws, chap. 48, Public Service Com- 
mission Law,) may conceivably be so 
related to earlier contracts either by 
words of reference or otherwise as 
to be subject to the same restrictions. 
We express no opinion upon these 
and like questions. They are men- 
tioned only to exclude them from the 
scope of our decision. In deciding 
this case, we put our ruling upon the 
single ground that the franchise con- 
tract of October, 1912, was subject 
to the statute and by the statute may 
now be changed.’ ” 

The Nixon Case, supra, therefore, 
contains no authority for the proposi- 
tion advanced by defendant here to 
sustain its attempt to annul a condi- 
tion accepted by it as a part of its 
agreement and to impair the obliga- 
tion which it assumed in return for 
the benefits it has received under the 
contracts which it now seeks to abro- 
gate. Neither are People ex rel. South 
Glens Falls v. Public Service Com- 
mission (1919) 225 N. Y. 216, 
P.U.R.1919C, 374, 121 N. E. 777, 
and North Hempstead v. Public Serv- 
ice Corp. (1921) 231 N. Y. 447, 
P.U.R.1921E, 713, 132 N. E. 144, 
productive of authority to support 
defendant’s contention. In those cas- 
es there was lacking the very author- 
ity to contract, which the parties here 
received by virtue of the Rapid Tran- 
sit Act and amendments thereto. 

I cannot agree with defendant’s 
claim that the fare provisions of Con- 
tracts 1 and 2 were abrogated and su- 
perseded by the provisions of Con- 
tract 3. As has been pointed out, the 
recitals in Contract 3 expressly state 
that “nothing in this contract shall be 
construed as a modification or waiver 
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of any of the rights or obligations of 
the respective parties under Contract 
Number 1 and Contract Number 2, 
excepting in the respect and to the ex- 
tent herein specifically set forth.” The 
fare provisions of the earlier agree- 
ments are not among the exceptions 
noted in the later contract. Rather, 
then, the agreements with which we 
are here concerned “made after the 
passage” of the Public Service Com- 
mission Law are “so related to earlier 
contracts as to be subject 
to the same restrictions.” It has been 
settled that the Public Service Com- 
mission Law is not sufficiently clear 
and definite to be held to apply to con- 
tracts executed prior to its enactment. 
Quinby v. Public Service Commission 
(1918) 223 N. Y. 244, P.U.R.1918D, 
30, 39, 119 N. E. 433, 3 A.L.R. 685. 
As was said by the court of appeals 
in the case last cited: “The delega- 
tion of legislative power to commis- 
sions and other administrative officers 
and boards need not be assumed if the 
general words from which such dele- 
gation may be inferred are not reason- 
ably so construed. In the absence of 
clear and definite language conferring, 
without ambiguity, jurisdiction upon 
the Public Service Commission to in- 
crease rates of fare agreed upon by 
the street railroad and the local au- 
thorities, we should not unnecessarily 
hold that the legislature has intended 
to delegate any of its powers in the 
matter, whatever its powers may be. 
The Public Service Commissions Law 
and the Railroad Law 
deal with maximum rates of fare es- 
tablished by statute, but make no ref- 
erence in terms to rates established by 
agreement with local authorities. 
As it has often been heid in 
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connections other than that of legis- 
lative power over them that such 
agreements are valid, it may well be 
inferred that the legislature excluded 
them from consideration by failure to 
mention them, and that it has made no 
attempt to turn them over to the Pub- 
lic Service Commission for revision.” 
Had the legislature intended to sub- 
ject the the rates agreed to by the par- 
ties here to regulation under the Pub- 
lic Service Commission Law, it might 
easily have amended the Rapid Tran- 
sit Act in that regard as it did in the 
case of the Railroad Law, which it 
amended to subject statutory rates to 
the jurisdiction of the Commission. 
That it failed to do so in the case of 
the Rapid Transit Act indicates that 
the legislature intended that the con- 
tractual rates of fare authorized by 
that act should be immune from regu- 
lation by the Commission. 

That the legislature intended the 
parties to establish a contractual rate 
which would be free from subsequent 
alteration or regulation, except by the 
consent of the contracting parties, and 
that such intention on the part of the 
legislative body was understood and 
accepted by the defendant, as well as 
by the city, is clearly indicated by the 
amendments to the Public Service 
Commission Law in 1921, 1922, and 
1923 (Laws 1921, c. 134, Laws 1922, 
c. 153, Laws 1923, c. 891). In 1921 
the legislature (Laws 1921, c. 134) 
so amended § 49 of the act as to in- 
clude any “contract, grant, franchise 
condition, consent, or other agree- 
ment.” Defendant claims that the 
purpose of this amendment was to 
subject the very contracts which we 
have been discussing to the operation 
of the Public Service Commission 
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Law. In 1923 (Laws 1923, c. 891) 
the statute was again amended, with 
the result that § 49 was restored vir- 
tually to the condition in which it was 
prior to the passage of the 1921 
amendment. Clearly this indicates 
that prior to 1921 the legislature did 
not consider these agreements subject 
to the regulatory provisions of the 
Public Service Commission Law, and 
by restoring the law as it was prior to 
1921 any power the Commission then 
received was removed. That this in- 
terpretation of the statutes was not, 
as late as 1925, disputed by the de- 
fendant, is shown by its petition in 
that year addressed to the legislature 
asking for an increased fare upon the 
theory that such relief could be ob- 
tained from the legislature alone. 
[4] Defendant fails to point out 
a single instance where the Public 
Service Commission attempted to ex- 
ercise regulatory jurisdiction over the 
rate of fare charged upon defendant’s 
lines. That such regulation may have 
existed in other particulars fails to 
justify the conclusion that the con- 
tracts in question were to be subject 
to the regulatory powers of the Com- 
mission. Contracts between munici- 
palities and transit companies are sub- 
ject to the same rules, before the law, 
as agreements between individuals. 
The importance of the subject matter 
or the magnitude of the contracting 
parties is powerless to affect the rules 
of law regarding the enforcement of 
a binding agreement. The contracts 
here, and the rate of fare clauses 
therein, were specifically authorized by 
the legislature which delegated to the 
parties the power to contract concern- 
ing fares. That the contract may sub- 
sequently have proved unprofitable for 
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one party is not sufficient ground to 
relieve that party from its duty of 
performance. 

[5,6] To pursue defendant’s argu- 
ment to its logical conclusion would 
be tantamount to branding the 1912 
amendments to the Rapid Transit 
Act as a meaningless gesture. To do 
so would be to hold that although the 
legislature authorized the contracts in 
question, they are subject to regula- 
tion and alteration just as if no spe- 
cific sanction conferred authority for 
their execution. For what purpose 
then was the Wagner Bill enacted? 
Not to ascribe to it its apparent and 
legal effect is to make a mockery of 
the solemn, deliberate action of the 
legislative branch of our government. 
The fare clauses appearing in the con- 
tracts here were specifically authorized 
and the obligation of both parties re- 
mains. The defendant cannot repudi- 


ate the portion which may have be- 
come onerous. The city is entitled to 
a specific performance on the part of 
the defendant of its contractual duty, 
thereby assuring to those traveling up- 
on the lines covered by these agree- 
ments the uninterrupted continuance 
of the 5-cent fare. The plaintiff is 
the proper person to institute the 
present action (§ 210, Civil Practice 
Act; Public Service Commission Law, 
§ 108; Rapid Transit Act, § 9, subds. 
1 and 2 [amended Laws 1909, c. 
498]); and the threatened violation 
of its contracts by the defendant is 
sufficient ground for an injunction 
(Vicksburg Waterworks Co. v. Vicks- 
burg (1902) 185 U. S. 65, 46 L. ed. 
808, 22 Sup. Ct. Rep. 585). 

Plaintiff is entitled to the relief de- 
manded. Present, on notice, proposed 
findings of fact and conclusions of 
law, together with final judgment. 





PENNSYLVANIA PUBLIC SERVICE COMMISSION 


John Beach 


George K. Renn 


[Complaint Docket No. 8048.] 


Certificates — Scope — Private and common carriage. 
The holder of a certificate of convenience and necessity cannot engage 
as a common and private carrier at the same time, with the same facili- 
ties, in the same territory, and under the same trade name. 


{February 24, 1930.] 
Aare to require a motor bus company to operate 


within the scope of powers stated in its certificate; re- 
lef granted. 
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By the Commission: Complainant 
alleges that respondent, the holder of 
certificates of public convenience for 
certain scheduled and group-party 
services, has violated the provisions 
of the Public Service Company Law 
by engaging in common carriage of 
passengers in group-party service 
from the borough of Kulpmont as the 
- point of origin, without having first 
obtained from this Commission ap- 
proval thereof. None of respondent’s 
certificates includes Kulpmont as an 
originating point. 

At the hearing, counsel for the com- 
plainant and respondent agreed upon 
the facts of the case, which were that 
on two consecutive days, respondent 
had transported a large number of 
school children from Kulpmont to cer- 
tain recreation centers under contracts 
with the School Board of the district. 

Respondent holds himself out to the 
public as a common carrier of passen- 
gers by motor vehicle, both in sched- 
uled and group-party service similar 
to that here involved. Under the de- 
cisions of this Commission and the 


superior court, particularly York Mo- 
tor Express v. Public Service Com- 
mission (1929) 96 Pa. Super. Ct. 
174, one cannot engage as a common 
and private carrier at the same time, 
with the same facilities, in the same 
territory and under the same trade 
name. The commission consequently 
finds that the transportation com- 
plained of was that of common car- 
riage. 

Now, to-wit, February 24, 1930, 
it is ordered: That the complaint be 
and is hereby sustained. 

It is further ordered: That George 
K. Renn, respondent, his agents, serv- 
ants, and employees, forthwith cease 
and desist from operating a motor 
vehicle or motor vehicles as a common 
carrier of passengers from the bor- 
ough of Kulpmont as a point of 
origin, or from any other points with- 
in the commonwealth of Pennsylvania, 
except as authorized by certificates of 
public convenience which have been 
or may be issued to him in accordance 
with the provisions of the Public 
Service Company Law. 





CONNECTICUT PUBLIC UTILITIES COMMISSION 


Reverend George W. Borden et al. 


v 


Bozrah Electric Company 


[Docket No. 5381.] 


Discrimination — Preference favoring employees — Electricity. 
1. Preferential minimum charges allowed by an electric utility to em- 
ployees of a manufacturer generating its current are discriminatory as 


against other consumers, p. 157. 
P.U.R.1930C. 
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Intercorporate relations — Resale of current to generator. 
2. The practice of purchasing current from an individual generating it 
and selling part of it back to the individual is illegal and unbusinesslike, 


p. 157 


Payment — Service discontinuance to enforce — Penalty during disconnection. 


3. A rule of an electrical utility seeking to impose a penalty upon consum- 
ers while service is disconnected for nonpayment was declared to be un- 
reasonable, although a charge for reconnection is proper, p. 157. 


{January 16, 1930.] 


eerie of electrical consumers for a review of the rates, 
rules, and practices of an electric utility; rates adjusted. 


By the Commission: The follow- 
ing petition was filed with the Com- 
mission on August 1, 1929: 

Bozrah, Conn. 
July 30, 1929, 
To the Public Utilities Commission, 
of the State of Connecticut, 
Hartford, Connecticut. 

We the undersigned taxpayers and 
residents of the town of Bozrah, 
Connecticut, believing that the rates 
of the Bozrah Electric Company for 
furnishing electricity to its patrons 
are excessive and having failed to 
reach an agreement with the said 
Bozrah Electric Company. We re- 
spectfully ask that your Honorable 
Commission grant a hearing upon the 
question of rates of the said Bozrah 
Electric Company at your earliest con- 
venience. 


Name Address 

Rev. Geo. W. Borden, R. D. > Norwich, Conn. 
Ira C. Wheeler 
Forrest C. Leffingwell “ 
John I. Ross 
Thos, C. Leffingwell 
N. E. Whiting 
Roy L. Beard 
Napoleon Labria 
Herbert E. Beard 
George M. Wilson 
J. H. Rathbone 

oe Baptist Church) 
S. A. Spicer 

Pres: Leffingwell School League) 
Calvin Edmiston 


P.U.R.1930C. 


Said petition was originally as- 
signed for a-hearing to be held at the 
office of the Commission in Hartford 
on Monday, October 14, 1929, at 
10 :30 o’clock in the forenoon and was 
later reassigned for hearing on No- 
vember 1, 1929, at the same place. 
Notice of the pendency of the petition 
and of the time and place of hearing 
on the reassigned date was given. to 
the petitioners and to the Bozrah 
Electric Company as fully appears 
from order of notice and return there- 
on on file. At said time and place 
the petitioners and the respondent ap- 
peared and were fully heard. 

The Bozrah Electric Company dis- 
tributes electricity for light and pow- 
er in the communities known as 
Bozrah, Lebanon, Franklin, Leffing- 
well, Fitchville, and Montville. It 
serves a total of approximately 121 
customers. The territory served is 
thinly populated and service is sup- 
plied to patrons chiefly in the form of 
separate extensions to serve them, to 
which many of the patrons have 
contributed part of the construction 
cost. 

The schedule of rates now in force 
in the company’s territory is as fol- 
lows : 
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Residential 
ighting— 
irst 100 kilowatts ....... 134¢ per kw. 
Next 200 kilowatts ....... 14 “ “ 
In excess 200 kilowatts ... 10¢ “ “ 


Commercial 
All kilowatts used over mini- 
mum at 


Power 
First 150 kilowatts 
Next 150 kilowatts 5¢ per kw. 


3.7¢ per kw. 
Mills using over 3,000 kilowatts 
per month 
Minimums: 
Salem Line, Franklin and Bozrah... $3. 
Lebanon Line 4.17 
Villages of Bozrahville and Fitchville 2. 


¢ per kw. 


By far the greater number of pa- 
trons use electricity for lighting only 
and the average consumption per 
month of practically all the patrons 
is less than the minimum of 100 kilo- 
watt hours. 

The company owns no plant or 


equipment for the generation of elec- 
tricity. It purchases all of its current 
either from one Nathan Gilman or the 
Norwich Gas and Electric Depart- 


ment of the city of Norwich. 
Nathan Gilman is the president and 
chief stockholder of the Bozrah Elec- 
tric Company and conducts a manu- 
facturing business in Bozrah under 
the name of Gilman _ Brothers. 
Nathan Gilman as a manufacturer 
owns a water power plant and sells to 
the Bozrah Electric Company current 
generated at a cost of .46 cent a kilo- 
watt hour. Then Nathan Gilman as 
a manufacturer purchases from the 
Bozrah Electric Company power used 
to operate his manufacturing busi- 
ness at a cost of 1 cent a kilowatt 
hour. He is by far the largest con- 
sumer of electricity for all purposes. 
There are only a few other power 
consumers and their consumption is 
small. 
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A number of petitioners who reside 
in Fitchville, a part of Bozrah, testi- 
fied that they pay a minimum rate of 
$3 per month but that a considerable 
number of other patrons also residing 
in Fitchville only pay a minimum rate 
of $2 per month. It appeared that the 
individuals enjoying the lower mini- 
mum charge are tenants of houses 
owned by Nathan Gilman as a manu- 
facturer. 

The company has been in business 
for about three years and its last 
annual report to the Commission 
covering the year 1928 discloses that 
the company is not prosperous and has 
only a small reserve for depreciation 
and a very small surplus account. 
Upon the evidence presented at the 
hearing the Commission cannot say 
that the rates of the company in force 
are unreasonable; the form of rates 
for lighting, however, is such as to 
discourage patrons from larger or in- 
creasing use of electricity and should 
be revised for the encouragement of 
larger and practical uses of the serv- 
ice. The company itself practically 
admitted that the form of rate struc- 
ture discourages new business. 

The power rates applicable to 
Nathan Gilman as manufacturer ap- 
pear to be discriminatory compared 
with the power rates applicable to all 
other patrons. The schedule of pow- 
er rates contains a minimum charge 
of 3.7 cents per kilowatt hour for all 
power consumed over 300 kilowatt 
hours a month up to 3,000 kilowatt 
hours per month, in which latter class 
Nathan Gilman alone belongs. For 
such consumption the charge is 1 cent 
per kilowatt hour. The differential 
in rate between the aforesaid totals of 
300 kilowatt hours and 3,000 kilo- 
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watt hours is too great, and is, there- 
fore, discriminatory against other 
power consumers. 

[1] It seems to the Commission 
that there is discrimination in the 
minimum rates between residents of 
Fitchville whereby some of them, ap- 
parently employees in the manufac- 
turing plant of Nathan Gilman, are 
paying a $2 monthly minimum 
charge and all other residents of the 
community are paying $3 a month 
minimum charge. This discrimina- 
tion should be eliminated by estab- 
lishing a uniform monthly minimum 
charge. 

[2] It further appears to the Com- 
mission that the practice now in force 
of Nathan Gilman as an individual 
generating current and selling the 
same to the company which in turn re- 
sells part of the current to him is both 
illegal and unbusinesslike. It seems 
illegal because Chapter 202 of the 
. Public Acts of 1921 in part prohibits 
the sale of current generated by a cor- 
poration to another corporation with- 
out the approval of this Commission. 
It is unbusinesslike because there is 
apparently no actual transmission of 
electricity by Nathan Gilman as an in- 
dividual to the corporation or from 
the latter to the former ; there is only 
duplication of bookkeeping transac- 
tions. While Nathan Gilman testified 
that the purpose of these duplicate 
transactions was to permit the com- 
pany to make a profit, it seems that 
the generation of the current by the 
proper individual, the corporation, and 
its sale to Nathan Gilman at a reason- 
able rate would more likely afford the 
company a profit and at the same time 
eliminate unnecessary bookkeeping 
transactions. The Commission, there- 
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fore, recommends to the company 
that it acquire at a reasonable price 
from Nathan Gilman as an individual 
the water power plant and other equip- 
ment now used by that individual in 
the generation of electricity. 

In this connection the amount of 
current. for the year 1928 lost and un- 
accounted for was approximately 37,- 
600 kilowatt hours, or almost as great 
as the total current sold for the same 
year for light. The company should 
take steps to improve its plant and 
equipment whereby that excessive loss 
will be reduced. 

[3] It appeared at the hearing that 
since the institution of this petition 
the company has provided a new 
form of application for electric 
service which all patrons of the com- 
pany have been requested to sign 
and in which the following clause ap- 
pears: 

“I (we) agree that this contract 
shall be subject to rules and regula- 
tions of the company as filed with 
Public Utilities Commission of the 
state of Connecticut and that if and 
whenever I (we) shall be as much as 
fifteen days in arrears in payment of 
any bill due the company for electric 
service, or shall violate any of the 
terms or conditions of this contract, 
the company may remove its motors, 
wires, and other appliances and ap- 
purtenances which may have been 
placed upon said premises, without 
further notice, and because of such 
default or violation there shall imme- 
diately become due and payable by me 
(us) to the company, as liquidated 
damages and not as a penalty, the 
minimum monthly payment provided 
for in the schedule of rates for the 
unexpired portion of the~ contract 
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year in which the company’s property 
is removed.” 

Where a customer’s service has been 
disconnected on account of arrears in 
payment of bills and service is there- 
after installed again, the company’s 
rules may provide for a reasonable 
charge for such reinstallation. 

The petitioners objected to the 
aforesaid clause on the ground of its 
unreasonableness and have refrained 
from executing the application. The 
Commission believes the objection is 
well taken. There should be elimi- 
nated from the clause any penalty for 
default in payment, that is, the patron 
should pay no more than the amount 
of his unpaid bill at the time of dis- 
connection and no penalty beyond that 
amount should be exacted. 

Subsequent to the hearing the com- 
pany submitted to the Commission a 
proposed schedule of rates covering 
all classes of service, which schedule 
is modern in form, designed to en- 
courage the use of electricity, and es- 
tablishes a flat rate or fixed service 
charge based upon the area of the 
house and a considerably lower com- 
modity rate. At the same time the 
present rates for electric light are re- 
tained as an alternative for those 


consumers whose use of electricity is 
extremely limited so that the cost of 
such service to them will not be in- 
creased. At the same time consumers 
of current in moderate amount should 
profit by a lower cost and be encour- 
aged to use electricity for more than 
lighting purposes. 

The Commission recommends to the 
company placing in effect the afore- 
said revised schedule of rates, which 
schedule is marked “Schedule A” and 
attached to this finding. Said sched- 
ule is not formally approved nor to be 
regarded as a Commission-made rate 
but may be placed in force commenc- 
ing February 1, 1930, for a trial peri- 
od of one year from that date at 
which time the schedule, if satisfac- 
tory to the patrons and no written pro- 
tests shall have been filed with the 
Commission against the continuance 
of the schedule, may thereafter be 
continued in force as the company’s 
schedule of rates. 

We hereby determine and direct 
that notice of the foregoing finding, 
order, and decree be given by the 
secretary of the Commission to parties 
in interest, as by statute provided, on 
or before the 20th day of January, 
1930, and due return make hereon. 





DISTRICT OF COLUMBIA PUBLIC UTILITIES COMMISSION 


Re Rules and Regulations for Motor Bus 
Transportation 


[P.U.C. 2873, Formal Case No. 210, Order No. 823.] 


Automobiles — Service regulation. 


The District of Columbia Commission adopted certain regulations govern- 


P.U.R.1930C. 
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ing the equipment, operation, and service of public automobiles, taxicabs, 


and busses operating for hire. 


[December 30, 1929.] 
O RDER of the Commission promulgating rules and regula- 
tions for the equipment and operation of public auto- 
mobiles. 


By the Commission: This Com- 
mission being charged with the duty 
of regulating common carriers by mo- 
tor vehicle within the District of 
Columbia, and having theretofore is- 
sued rules and regulations relative to 
motor busses operated over defined 
routes, and it appearing that similar 
rules and regulations for the equip- 
ment and operation of other automo- 
biles for public use for the conveyance 
of persons or property within the 
District of Columbia are necessary, 
the Commission, on November 11, 
1929, by its Order No. 800, tentative- 
ly adopted the following rules and 
regulations to become effective Janu- 
ary 1, 1930, unless before then al- 
tered, amended, or repealed by the 
Commission. The Commission, after 
thirty days’ notice, held a public hear- 
ing with respect to this tentative or- 
der, at which time all interested par- 
ties were heard and permitted to pre- 
sent evidence with respect thereto. It 
appearing from the evidence produced 
that some change in the tentative order 
is desirable, and that the information 
with respect to motor trucks and mo- 
tor vans now available is not sufficient 
to warrant their inclusion in the regu- 
lations at this time: 


Now, therefore, it is Ordered: 

(1) That under authority of § 8 
of the District of Columbia Appro- 
priation Act approved March 4, 1913, 
creating the Public Utilities Commis- 
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sion, the following rules and regula- 
tions for the equipment and operation 
of automobiles for public use for the 
conveyance of persons or property 
within the District of Columbia for 
hire, other than motor busses operated 
over defined routes, be and the same 
are hereby made and prescribed, and 
obedience thereto and compliance 
therewith are hereby required of, and 
enjoined upon, every individual, asso- 
ciation, partnership, or corporation 
owning, operating, controlling, or 
managing any agency or agencies used 
in such service. 

(2) That noncompliance with any 
of these regulations will constitute a 
violation of law, and subject the of- 
fending person, association, partner- 
ship, or corporation to the penalties 
prescribed in the law creating the Pub- 
lic Utilities Commission of the Dis- 
trict of Columbia. 

(3) That these rules and regula- 
tions shall take effect on February 1, 
1930, and shall remain in full force 
until otherwise ordered by the Com- 
mission. 


RULES AND REGULATIONS GOVERN- 
ING THE EQUIPMENT AND OPERA- 
TION OF Motor VEHICLES OTHER 
THAN VEHICLES SUBJECT TO Or- 
DER No. 711 OpreraTtep For HIRE 
IN THE District oF COLUMBIA. 


Definitions 


Section 1. 
(a) Wherever used in these regu- 
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lations the term “motor vehicle” shall 
mean any automobile, motor cab, or 
motor bus operated for public use for 
the conveyance of persons or property 
within the District of Columbia for 
hire, other than motor busses oper- 
ated over defined routes. (See this 
Commission’s Order No. 711.) 

(b) Wherever used in these regula- 
tions the term “Commission” shall 
mean the Public Utilities Commission 
of the District of Columbia. 

(c) Wherever used in these regula- 
tions the term “company” shall be 
deemed to include any person, asso- 
ciation, partnership, or corporation 
operating or proposing to operate any 
motor vehicle. 

(d) The term “taxicab” when 
used in these regulations shall be 
deemed to include any and all motor 
cabs other than those used exclusively 
in livery service or exclusively in serv- 
ice for which the rate is fixed by the 
hour. 

(e) For the purposes of these regu- 
lations the motor vehicles subject here- 
to are classified as follows: 

Class A shall include motor cabs. 

Class B_ shall include motor 
busses. 

Equipment 
Section 2. 

(a) Every motor vehicle shall be 
equipped with a power plant adequate 
to propel the same when fully loaded 
over smooth, level pavement at a rate 
of speed of not less than 35 miles per 
hour. 

(b) Every motor vehicle shall be 
equipped with a service brake so con- 
structed and maintained as to enable 
the motor vehicle to be stopped on dry, 
smooth, level pavement, within a dis- 
P.U.R.1930C. 


tance of 50 feet from a speed of 20 
miles per hour. 

(c) Every motor vehicle shall be 
equipped with an emergency brake 
which, in the event of the failure of 
the service brake required in para- 
graph (b) above, will enable the mo- 
tor vehicle to be stopped on dry, 
smooth, level pavement within a dis- 
tance of 75 feet from a speed of 20 
miles per hour. 

(d) Every motor vehicle shall be 
equipped with an electrically operated 
warning signal which will produce an 
abrupt sound adequate to warn of the 
approach of the motor vehicle, but 
not unnecessarily loud or discordant. 

(e) Every motor vehicle shall be 
equipped with an electric lighting 
system sufficiently substantial and ade- 
quate to provide for reasonably bril- 
liant lighting of the fixtures herein- 
after specified, and completely and 
properly fused. 

(f) Every motor vehicle shall be 
equipped with the following means of 
illumination which shall be kept clean 
and in proper working order at all 
times : 

Headlights: Not less than two 
headlights, affixed to the front of the 
motor vehicle, to be equipped with 
twenty-one candlepower bulbs and ap- 
proved nonglare lenses, and so ad- 
justed as to provide the maximum 
headlight without danger of blind- 
ing the operators of approaching ve- 
hicles. 

Tail-light : 


One light mounted on 
the rear of the motor vehicle and ar- 
ranged to show a red light, visible at 
a distance of 500 feet, to the rear and 
to illuminate with white light the rear 
registration tag. 

Marker lights: Not less than one 
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front marker light, equipped with 
blue or purple lens and mounted on 
the upper portion of the front of the 
body, and on Class B vehicles, not 
less than two rear marker lights, 
equipped with red lenses and mount- 
ed on the upper portion of the rear of 
the body, one as close as possible to 
each side of the body. 

Body lights: Sufficient lights shall 
be provided in the interior of every 
motor vehicle to produce a well dis- 
tributed illumination of the interior, 
platforms and steps. The interior 
lighting system of Class B motor ve- 
hicles, exclusive of special step and 
platform lights, shall provide at least 
five (5) rated candlepower for each 
interior seat space. 

Destination sign lights: At least 
two (2) rated candlepower shall be 
provided for each square foot or frac- 
tion thereof of an illuminated desti- 
nation sign area when motor vehicles 
are equipped with such signs. 

(g) The lights prescribed in the 
above paragraph (f) shall be kept 
lighted in accordance with the follow- 
ing schedule: 

Headlights and tail lights: When 
the motor vehicle is on the street not 
parked at the curb or is in motion be- 
tween one-half hour after sunset and 
one-half hour before sunrise, during 
heavy fogs and at times of darkness 
due to storm. 

Marker and destination sign lights: 
Between one-half hour after sunset 
and one-half hour before sunrise. 

Body lights: At all times when the 
lack of such illumination may result 
in danger or discomfort to passen- 
gers. 

(h) During the months of No- 
vember to March, inclusive, every 
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motor vehicle shall be equipped with 
suitable heating apparatus. The tem- 
perature within any such motor ve- 
hicle in service shall be kept at or 
above 40 degrees, Fahrenheit, except, 
when the company is prevented from 
so doing by accident or other control- 
ling emergency for which it is not re- 
sponsible and which is not due to any 
negligence on its part. 

(i) Every motor vehicle shall be 
so constructed as to reduce to a mini- 
mum the noise and vibration incident 
to its operation. 

(j) Every motor vehicle in service 
shall be equipped with at least two 
doors, located on opposite sides or at 
opposite ends thereof. Any door not 


used regularly for entrance or exit 
shall be so constructed that it will re- 
main securely fastened during normal 
operation, but may be readily opened 


by a passenger in case of emergency. 

(k) Every motor vehicle shall be 
equipped with an adjustable rear vis- 
ion mirror so installed as to enable the 
operator to obtain a reasonably clear 
view toward the rear. 

(1) The gasoline tank of every 
Class A and Class B motor vehicle 
shall be located entirely outside of the 
body of the motor vehicle with an in- 
let for filling which shall permit fill- 
ing from the outside exclusively. For 
the purposes of this order the body of 
the car is considered as that part 
above the chassis and behind the cowl. 

(m) Every motor vehicle in serv- 
ice shall carry, in a manner author- 
ized by the Commission, the trade 
name or the name of the operating 
company and a number which will 
serve to distinguish such vehicle from 
any other vehicle or vehicles operated 
by the same company. 
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(n) Every Class B motor vehicle 
shall be equipped with suitable venti- 
lating apparatus so constructed and 
arranged as to provide for adequate 
ventilation of the motor vehicle with- 
out admission of undue drafts, dust, 
rain, or snow. 

(o) Every Class B motor vehicle 
in service shall be equipped with a fire 
extinguisher of the carbon-tetrachlo- 
ride type having a capacity of at least 
one quart. Such extinguisher shall be 
kept filled with the proper liquid at all 
times, and shall be carried in a suit- 
able rack and easily accessible to the 
operator. 

(p) Every Class A and Class B 
motor vehicle in service shall be kept 
in a clean and sanitary condition, and 
shall be swept and dusted thoroughly 
at least once each day. At least once 


every seven days the interior wood- 


and floor shall be 
suitable 


work, glass, 
cleansed thoroughly with 
antiseptic solution. 

(q) Every Class A and Class B 
motor vehicle shall be equipped with 
a standard speedometer properly in- 
stalled, maintained in good working 
order, and exposed to view. 

(r) Every motor vehicle and its 
appurtenances shall be kept in such 
condition of repair as may be neces- 
sary to provide for the safety of the 
public and for continuous and satis- 
factory operation, and to reduce to a 
minimum the noise caused by such 
operation. 

(s) No Class A or Class B motor 
vehicle shall hereafter be placed in 
service in the District of Columbia 
until the plans and specifications have 
been submitted to and approved by 
the Commission. 

(t) No material change in equip- 
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ment, plan, or arrangement shall be 
made on any Class A or Class B mo- 
tor vehicle in service in the District 
of Columbia until the plans and speci- 
fications for such change have been 
submitted to and approved by the 
Commission. 


Operation 


Section 3. 

(a) No motor vehicle shall be op- 
erated unless authority so to do shall 
have been obtained in writing from 
the Commission. 

(b) No motor vehicle company 
shall begin or continue operations un- 
less and until a schedule of its rates, 
fares, or charges has been filed with 
and approved by the Commission. 

(c) No motor vehicle shall be op- 
erated unless the proper licenses 
therefor shall have been obtained. 

(d) No motor vehicles shall be 
operated in a service where, for the 
convenience of the public, they are 
scheduled or booked to depart from 
or arrive at established stands, except 
in accordance with written time 
schedules approved by the Commis- 
sion. 

(e) Every motor vehicle shall be 
registered in accordance with the le- 
gal requirements of the District of 
Columbia for motor vehicles in gen- 
eral. 

(f) No motor vehicle company 
which has been granted a right to op- 
erate shall add any motor vehicle to 
its system at any time without first 
securing authority therefor from the 
Commission. 

(g) No motor vehicle shall be 
driven by any person who is less than 
eighteen years of age; who is addict- 
ed to the use of narcotics or intoxicat- 
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ing liquor; who is not of good moral 
character; who is mentally deficient 
or physically defective to such an ex- 
tent as to impair his ability to prop- 
erly and efficiently operate the same; 
who is not experienced in operating 
motor vehicles and fully competent to 
carefully safeguard and courteously 
operate such vehicles; or has not 
obtained an operator’s permit re- 
quired by law for drivers of motor 
vehicles. 

(h) Operators of Class A and 
Class B motor vehicles shall be iden- 
tified by a number attached to the op- 
erator’s cap, or by a card displayed in 
full view of the passengers bearing 
the operator’s name in letters of suf- 
ficient size to be easily read. 

(i) The operation of motor ve- 
hicles shall be conducted in accord- 
ance with the laws of the District of 
Columbia, and with due regard for 
the safety, comfort, and convenience 
of passengers, or for the safe and 
careful transportation of property, 
and the safety of the general public; 
and all reasonable efforts shall be 
made to promote such safety at all 
times and under all conditions. 

(j) No motor vehicle shall be 
loaded to such an extent, or in such a 
manner as to interfere with the free 
movement of the operator thereof, or 
so as to interfere with his vision 
through any portion of the front win- 
dow or windshield. 

(k) Spitting on the floor, sides, or 
any other portion of any Class A or 
Class B motor vehicle is prohibited. 

(1) No motor vehicle shall be oper- 
ated at a rate of speed greater than is 
reasonable and proper, having regard 
for pertinent police traffic regulations, 
the conditions of traffic and of the 
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highways; or in such manner or con- 
dition as to endanger the safety of 
passengers, pedestrians, vehicles, or 
the property of others. 

(m) All operators of motor ve- 
hicles shall, in the use of the public 
streets, give careful attention to the 
rights and needs of the public gener- 
ally using such streets at the same 
time. 

(n) Operators of Class A or Class 
B motor vehicles in general must not 
receive or discharge passengers in the 
street, but whenever possible shall 
pull up to the sidewalk, or in the ab- 
sence of sidewalk, to the extreme 
right side of the road, and there re- 
ceive or discharge passengers. 

(o) Except as otherwise specified 
or prescribed in these rules and regu- 
lations, every motor vehicle shall be 
operated in compliance with the Traf- 
fic and Motor Vehicle Regulations of 
the District of Columbia. 

(p) There must be displayed in 
the front end of every motor vehicle 
clearly visible from without and from 
within a_ certificate issued by this 
Commission showing that the opera- 
tion of said motor vehicle has been 
authorized by the Commission and 
that the person, firm or corporation 
operating said vehicle has complied 
with the Commission’s regulation as 
to proof of financial ability to respond 
in damages for injuries caused by the 
operation of such motor vehicle. 


Rates, Fares, and Charges. 


Section 4. 

(a) No motor vehicle operator or 
company shall charge, demand, or 
collect any rate, fare, or charge for 
any service rendered, other than the 
rate, fare, or charge prescribed or ap- 
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proved by the Commission for such 
service. 


Taximeters. 


Section 5. 

(a) All taxicabs shall be equipped 
with taximeters. 

(b) This Commission’s regula- 
tions governing the use and testing of 
taximeters as fully set forth in Or- 
der No. 710, June 7, 1928, be and are 
hereby made to apply in full force and 
effect to all Class A motor vehicles. 


Reports. 


Section 6. 

(a) Every company shall submit 
to the Commission on blank forms 
prepared and furnished by it, within 
one day of the occurrence, a report 
of each collision or accident resulting 
in injury to any person, giving the 
name and address when known. 

(b) Accurate records of receipts 
from operation and operating and 
other expenses and of capital expen- 
ditures shall be filed with the Com- 
mission in accordance with law. 


Information on Accidents. 


Section 7. 

(a) Any motor vehicle concerned 
in or involved in an accident or col- 
lision rendering such motor vehicle 
unfit for operation in its intended 
service, or which results in serious 
personal injury or fatality, shall be 
immediately taken to the garage or 
shop of the company and held not 
more than twenty-four hours after 
notice of such accident or collision 
has been given to the Commission. 
No repairs or adjustment shall be 
made to any such motor vehicle dur- 
ing such twenty-four hours without 
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permission from the Commission or 
its authorized representatives. 

(b) Upon request of the Commis- 
sion, orally or in writing, the names 
and addresses of any person or per- 
sons killed or injured, and any other 
information which the company may 
possess relative to any accident, shall 
be furnished to the Commission. 


Penalties 


Section 8. 

(a) Any company, or any officer 
or agent or other person acting for 
or employed by such company violat- 
ing any portion of this or any other 
order of the Commission shall be sub- 
ject to the penalties prescribed in § 8 
of the Act of Congress, approved 
March 4, 1913, creating said Com- 
mission. 


Proof of Financial Responsibility 


Section 9. 

(a) No person, firm, or corpora- 
tion shall operate any motor vehicle, 
as herein defined, unless and until the 
person, firm, or corporation shall :— 

(1) File with the Commission a 
sworn statement showing the ability 
of the person, firm, or corporation to 
pay all damages which may result 
from any and all accidents due to the 
negligent use or operation of such 
vehicle ; or 

(2) File with the Commission se- 
curity, indemnity or a bond guaran- 
teeing the payment by the person, 
firm, or corporation of all such dam- 
ages; or 

(3) Insure to a reasonable amount 
the person’s, firm’s, or corporation’s 
liability to pay such damages; and 
unless the person, firm, or corpora- 
tion shall 
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(4) File with the Commission, as 
often as the Commission shall in writ- 
ing demand, in form prescribed by 
the Commission, evidence of the per- 
son’s, firm’s, or corporation’s compli- 
ance with the provisions of this sec- 
tion. 

No motor vehicle company shall 
contract for insurance covering their 
operation in the District of Colum- 
bia for a less period than twelve 
months unless authorized in writing 
by the Commission. 

The sworn statement of financial 
ability, security, indemnity, bond, or 


amount of insurance shall be subject 
to the approval of the Commission. 

Failure to make satisfactory proof 
of ability to respond in damages for 
injuries caused by the operation of 
motor vehicles or failure to maintain 
such ability at all times shall be 
deemed cause for prompt cancellation 
of the certificate of the Public Utili- 
ties Commission authorizing opera- 
tion. 

All previous orders of the Commis- 
sion inconsistent with the provisions 
contained in this order are herebv re- 
pealed. 





UNITED STATES CIRCUIT COURT OF APPEALS, SIXTH CIRCUIT 


City of Louisville et al. 


Louisville Railway Company 


(— F. (2d) —.) 


Constitutional law — Confiscation — Jurisdiction of Federal court — Fares fixed 


by city. 


A contention that a Federal court has no jurisdiction to enjoin the en- 
forcement of confiscatory fares fixed by a Kentucky city, because they 
are not the result of state action, is without merit when based upon the 
claim that they were fixed pursuant to a franchise agreement created by 
the city in its proprietary capacity and that no rate powers have been dele- 


gated to the city by the state. 


{March 22, 1930.] 


A by a city from a decree of a Federal District Court 
restraining, upon application by a street railway, the en- 
forcement of an ordinance of the city fixing fares; affirmed. 


HICKENLOOPER, Circuit Judge: 
The Louisville Railway Company 
filed its bill in the district court seek- 
ing an injunction against the enforce- 
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ment of what is claimed to be a con- 
fiscatory rate of fare fixed by the 
general council of the city of Louis- 
ville. The only question presented by 
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the present appeal is that of the juris- 
diction of the Federal courts as such. 
Equity jurisdiction of the subject- 
matter of the litigation is conceded. 
As of August 25, 1922, after other 
grants and prolonged litigation, the 
Louisville Railway Company sur- 
rendered all its various franchise 
rights within the city of Louisville, 
and the general council passed an 
ordinance granting a new franchise, 
fixing a maximum fare of 7 cents 
and providing for periodic adjust- 
ment of fares, varying inversely with 
the return upon the common capital 
stock of the company. On September 
2, 1926, the franchise was further 
modified by enactment of another 
ordinance, fixing the fare at 7 
cents for a period of two years, pro- 
viding for general valuation of the 
properties of the company and for 
subsequent determinations by the 
general council of the city, from time 
to time, of rates of fare at such figures 
as would yield a just and reasonable 
return upon the value of the railway 
property used and useful in the 
service of transportation. 

The company continued to operate 
under the 1926 ordinance for ap- 
proximately three years, while the 
valuation of its property was carried 
to completion. By ordinance adopted 
June 14, 1929, such valuation was 
fixed at $18,000,000, 6 per cent de- 
clared a fair return, and 7 cents fixed 
as the fare necessary to yield this re- 
turn. Thereupon the present action 
was begun, and upon hearing of mo- 
tion for interlocutory injunction the 
district court overruled a motion to 
dismiss for lack of Federal jurisdic- 
tion, fixed the valuation of the prop- 
erty at $20,00,000 and a fair return 
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at 8 per cent, and determined that a 
10-cent fare was necessary to yield 
such return. As already stated, the 
city appeals only upon the question of 
jurisdiction. 

Briefly stated, the contention of the 
appellant is that the power of rate 
regulation has never been delegated 
by the commonwealth to the general 
council of the city; that the exercise 
by the city of the power of valuation 
and rate determination can therefore 
be justified only upon the ground that 
such power was created or conferred 
by the franchise ordinance contract; 
and that the alleged confiscatory rates 
were therefore not the result of state 
action, but solely of action by the mu- 
nicipality in a proprietary capacity, 
which would not create Federal juris- 
diction under the Fourteenth Amend- 
ment. Memphis v. Cumberland 
Teleph. & Teleg. Co. (1910) 218 U. 
S. 624, 54 L. ed. 1185, 31 Sup. Ct. 
Rep. 115; Hamilton Gas, Light & 
Coke Co. v. Hamilton (1892) 146 
U. S. 258, 36 L. ed. 963, 13 Sup. Ct. 
Rep. 90; Louisville v. Cumberland 
Teleph. & Teleg. Co. (1907) 84 C. C. 
A. 151, 155 Fed. 725. 

It must be conceded that the power 
to control rates of public utilities rests 
primarily and exclusively with the 
General Assembly, unless delegated in 
express terms to a specially constitut- 
ed administrative tribunal, or to a po- 
litical subdivision of the state. Win- 
chester v. Winchester Water Works 
Co. (1920) 251 U. S. 192, 64 L. ed. 
221, 40 Sup. Ct. Rep. 123; Louis- 
ville v. Louisville R. Co. (C. C. A. 
1922) 281 Fed. 353; 3 Dillon, 
Municipal Corporations (5th Ed.), § 
1325. 

The same is true as to the grant 
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of franchise rights to use the public 
highways of the state for the conduct 
of such public utility business. This 
latter power, over the granting of 
franchises, has been delegated to the 
cities of Kentucky by § 163 of the 
Constitution of 1891, and it has been 
held by the court of appeals of Ken- 
tucky that, in granting a franchise, it 
is proper for the city “to provide the 
conditions under which, and the rates 
for which, the service should be 
rendered.” Campbellsville v. Taylor 
County Teleph. Co. (1929) 229 Ky. 
843, 849, P.U.R.1929D, 547, 18 S. 
W. (2d) 305. This, however, is not 
an exercise of the rate-making powers 
of the state, nor does it necessarily 
create a contract bartering away the 
power of rate control residing in the 
commonwealth. It fixes a contract 
maximum; not a contract minimum 
below which service may not there- 
after be required by properly con- 
stituted authority. Noblesville v. 
Noblesville Gas & Improv. Co. (1901) 
157 Ind. 162, 169, 60 N. E. 1032; St. 
Cloud Pub. Service Co. v. St. Cloud 
(1924) 265 U. S. 352, 363, 68 L. ed. 
1050, 44 Sup. Ct. Rep. 492. 

This view suggests the rather obvi- 
ous distinction between the power of 
rate regulation, as such; the power to 
contract for a fixed rate over a defi- 
nite term, which is the equivalent of 
a surrender of the rate-making power 
for such term and will be supported 
only by definite and express enact- 
ment (Railroad Commission v. Los 
Angeles R. Corp. decided Dec. 2, 
1929, 280 U. S. 145, 74 L. ed. —, 
P.U.R.1930A, 1, 50 Sup. Ct. Rep. 
71) ; and the power to fix a maximum 
rate as a condition to the enjoyment 
of a franchise. In each instance the 
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municipality acts under delegated state 
power, although the several powers 
differ essentially in nature, scope and 
effect of exercise thereof. It is the 
contention of appellant that the city 
could act only by virtue of its power 
to impose conditions upon the grant 
of a franchise; that this action was 
taken in its proprietary capacity and 
was solely municipal in character, and 
that specific delegation of the power 
of rate regulation must be found in 
order to give to the rate determination 
the color of state action. 

The fallacy of appellant’s position 
lies in the assumption that the action 
of the city was in a purely proprietary 
and municipal capacity, and not under 
delegation of authority primarily 
vested in the state. While we have 
searched the constitution and laws of 
the commonwealth of Kentucky and 
find no express delegation to the city 
of the power of rate regulation, as 
such, yet it is conceded that the power: 
to grant or withhold a franchise to 
use the public ways, and to impose 
conditions as to such use, has been 
delegated. This power, no less than 
the power of rate control, finds its 
origin in the supreme legislative pow- 
er of the state. Wright v. Nagle 
(1880) 101 U. S. 791, 794, 25 L. ed. 
921; California v. Central P. R. Co. 
(1888) 127 U. S. 1, 40, 32 L. ed. 
150, 8 Sup. Ct. Rep. 1073. The 
franchise comes from the state 
through power delegated to the city. 
Owensboro v. Cumberland Teleph. 
& Teleg. Co. (1913) 230 U. S. 58, 
65, 67, 57 L. ed. 1389, 33 Sup. Ct. 
Rep. 988. Thus, to the extent that 
the right of subsequent valuation and 
rate determination is validly reserved 
as a condition of and concomitant to 
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the granting of a franchise, the city 
purports to act, and is acting, in the 
exercise of delegated state power. 
When, subsequently, this reserved 
power is exercised, the source and va- 
lidity of such action must by relation 
also be found in, and ascribed to, the 
delegation of state power in the mat- 
ter of granting the franchise. 

The constitutional question fre- 
quently presented is whether the sub- 
sequent legislation impairs the obli- 
gation of an earlier contract; or it 
may be, as here, whether the com- 
plainant is being deprived of its prop- 
erty without due process of law; but 
in either event a Federal question is 
presented where the legislation com- 
plained of is enacted as an adjunct to 
one or another of the several types of 
delegated sovereign authority. The 
fact that the jurisdiction of the Fed- 
eral courts is so seldom questioned in 
these cases is in itself pursuasive of 
the existence of jurisdiction. It is 
only when it affirmatively appears 
upon the record that the city acted 
in a purely proprietary capacity, and 
without a delegation of authority 
from the state, that jurisdiction is 
held to be lacking. Compare Memphis 
v. Cumberland Teleph. & Teleg. Co. 
(1910) 218 U. S. 624, 630, 54 L. ed. 
1185, 31 Sup. Ct. Rep. 115, and cases 
there cited. 

If needed, another justification for 
the retention of jurisdiction is found 
in the fact that upon the present rec- 
ord the complainant below honestly 
urges a real and substantial claim of 
violation of the Federal Constitution. 
The contention that the city is exer- 
cising delegated state powers, either 
of rate control or in the enforcement 
of franchise conditions, is urged in 
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good faith, and this claim is not so 
wholly lacking in merit as to afford 
no basis for jurisdiction of the Fed- 
eral courts, whether the contention be 
ultimately sustained or denied, or 
whether, in fact, the Federal question 
be decided at all. The Fair v. Kohler 
Die & Specialty Co. (1913) 228 U. 
S. 22, 25, 57 L. ed. 716, 33 Sup. 
Ct. Rep. 410; Greene v. Louisville 
& I. R. Co. (1917) 244 U. S. 499, 
508, 61 L. ed. 1280, 37 Sup. Ct. Rep. 
673; Louisville & N. R. Co. v. Rice 
(1918) 247 U. S. 201, 203, 62 L. 
ed. 1071, 38 Sup. Ct. Rep. 429; 
Columbus R. Power & Light Co. v. 
Columbus (1919) 249 U. S. 399, 406, 
63 L. ed. 669, P.U.R.1919D, 239, 39 
Sup. Ct. Rep. 349, 6 A.L.R. 1648; 
Davis v. Wallace (1922) 257 U. S. 
478, 482, 66 L. ed. 325, 42 Sup. Ct. 
Rep. 164; Hart v. Keith Exchange 
(1923) 262 U. S. 271, 273, 67 L. ed. 
977, 43 Sup. Ct. Rep. 540. 

That the claim made is one of sub- 
stance is further emphasized by the 
fact, appearing from the adjudicated 
cases, that the city of Louisville and 
other municipalities of Kentucky have 
for many years assumed that they 
possessed the power of rate regulation. 
Reliance is placed upon § 2783 of the 
Kentucky Statutes, applicable to 
Louisville, providing: “The general 
council shall have power to pass, 
for the government of the city, 
any ordinance not in conflict with 
the Constitution of the United 
States, the Constitution of Ken- 
tucky and the statutes thereof.” 
This general provision lacks expres- 
sion of an intent to delegate that au- 
thority which may only be delegated 
by express provision, and is not to be 
construed, we think, as including the 
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power of rate control, but only as a 
delegation of such authority as is ordi- 
narily exercised by municipalities in 
the conduct of their local affairs. 
Compare: Charleston Consol. R. & 
Lighting Co. v. City Council (1912) 
92 S. C. 127, 75 S. E. 390; Charles 
Simons Sons Co. v. Maryland Teleph. 
& Teleg. Co. (1904) 99 Md. 141, 57 
Atl. 193; United Fuel & Gas Co. v. 
Commonwealth (1914) 159 Ky. 34, 
37, 166 S. W. 783; St. Louis v. Bell 
Teleph. Co. (1888) 96 Mo. 623, 10S. 
W. 197; Kalamazoo v. Titus (1919) 
208 Mich. 252, 175 N. W. 480. 

But it is insisted that this court 
is bound by the decisions of the court 
of last resort of Kentucky, construing 
its constitution and statutes, and de- 
fining the extent of the powers of its 
municipalities. This may be conced- 
ed. It is then said that in at least 
four instances the court of appeals 
of Kentucky has distinctly found the 
power of rate regulation to be vested 
in Kentucky municipalities. The cases 
relied upon are Gathright v. Byllesby 
& Co. (1913) 154 Ky. 106, 157 S. W. 
45; Johnson County Gas Co. v. Staf- 
ford (1923) 198 Ky. 208, P.U.R. 
1923C, 249, 248 S. W. 515; Poggel v. 
Louisville R. Co. (1928) 225 Ky. 784, 
10 S. W. (2d) 305; and Kentucky 
Cab Co. v. Louisville (1929) 230 Ky. 
216, 18 S. W. (2d) 992. While there 
is language in the opinions of these 
cases seemingly recognizing a power 
of rate regulation in the city, this is- 
sue was directly raised in none, no 
statutory justification for the exercise 
of this power is referred to, and in 
none do the facts warrant an exten- 
sion of the doctrine of Campbellsville 
v. Taylor County Teleph. Co. (1929) 
229 Ky. 843, P.U.R.1929D, 547, 18 
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S. W. (2d) 305, that in granting a 
franchise it is proper to impose con- 
ditions. The expressions in these 
cases must, therefore, be considered 
no more than dicta upon the question 
of the existence of an independent 
power of rate regulation. Weare not 
inclined to rest our decision upon the 
finding that the power of rate regula- 
tion, per se, has in fact been delegated 
to the cities of Kentucky, but these 
dicta, and § 2783, lend color to the 
substantial and debatable character of 
the claim that the city acted in the ex- 
ercise of such delegated state powers. 
That the case presents a real and sub- 
stantial question under the constitu- 
tion is enough. 

It thus becomes unnecessary to de- 
cide the strongly-urged question of 
application of the doctrine of Home 
Teleph. & Teleg. Co. v. Los Angeles 
(1913) 227 U. S. 278, 288, 57 L. ed. 
510, 33 Sup. Ct. Rep. 312, that “where 
a state officer under an assertion of 
power from the state is doing an act 
which could only be done upon the 
predicate. that there was such power, 
the inquiry as to the repugnancy of 
the act to the Fourteenth Amend- 
ment cannot be avoided by insisting 
that there is a want of power.” 
Doubtless the general council and 
officers of the city believed the power 
of rate regulation to have been dele- 
gated to the city, and acted upon this 
belief, but that action might also have 
been predicated upon the power re- 
served in the franchise, and not solely 
upon the delegation of the power of 
rate control, per se. Upon either 
view, as we have seen, a Federal ques- 
tion is presented. 

The judgment of the district court 
is affirmed. 
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Northern Indiana Telephone Company 





Whitley County Telephone Company 


[No. 9948.] 


Service — Commission jurisdiction — Restoration of physical connection. 
The Commission has full jurisdiction to order the restoration of a physical 
connection of telephone lines, regardless of any evidence of convenience 
and necessity involved, when one company has arbitrarily discontinued the 


connection. 


[SincLeton, Commissioner, dissents.] 
[January 24, 1930.] 


) pre of one telephone company for the restoration of 
physical connections with another; petition granted. 


APPEARANCES: Carl H. Mote, At- 
torney, Indianapolis, L. C. Loughry, 
Attorney, Indianapolis, Samuel J. 
Mantel, Attorney, Indianapolis, W. 
A. Hough, Attorney, for petitioner ; 
Frazer and Headley, Attorneys, War- 
saw, Goodrich, and Emison, Attor- 
neys, Indianapolis, for respondent. 


E.uis, Commissioner: On Octo- 
ber 29, 1929, the Northern Indiana 
Telephone Company filed with the 
Public Service Commission of Indiana 
its petition for restoration of toll cir- 
cuit, said petition, omitting caption 
and signatures, is as follows: 

“The Northern Indiana Telephone 
Company represents and shows that 
it is a corporation organized and ex- 
isting under and by virtue of the laws 
of the state of Indiana and is a pub- 
lic utility within the meaning of the 
Shively-Spencer Utility Commission 
Act, owning and operating a number 
P.U.R.1930C. 


of telephone exchanges in Northern 
Indiana, including particularly an ex- 
change at Bippus. 

“Complainant further represents 
and shows that the Whitley County 
Telephone Company is a corporation 
organized and existing under and by 
virtue of the laws of the state of In- 
diana and is a public utility within the 
meaning of the Shively-Spencer Util- 
ity Commission Act and owns and 
operates, among others, a telephone 
exchange at Columbia City, Indiana. 

“Your complainant shows that prior 
to October 1, 1929, it owned and op- 
erated an exchange at a place com- 
monly known as Luther, situated be- 
tween the village of Bippus and Col- 
umbia City and near the Huntington- 
Whitley county line ; that by authority 
of your Honorable Body, complainant 
was authorized to abandon its ex- 
change at Luther and to serve its 
Luther subscribers from its exchange 
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at Bippus; that its exchange property 
in the Bippus-Luther exchange area 
was completely rebuilt and that prior 
to October 1, 1929, service to its for- 
mer Luther subscribers was estab- 
lished from its exchange at Bippus. 

“Your complainant further shows 
that prior to October 1, 1929, its ex- 
change at Bippus was connected with 
its exchange at Luther and with the 
exchange of the defendant named 
herein at Columbia City with a 
grounded toll circuit; that some time 
prior to October 1, 1929, the defend- 
ant, Whitley County Telephone Com- 
pany, disconnected this toll circuit en- 
tirely and that no service has been 
possible over said circuit since the 
time of said disconnection. 

“Your complainant further shows 
that of said toll circuit it owned that 
portion between its Bippus exchange 
and its former Luther exchange, the 
air-line distance between said points 
being 4} miles, and that it owned said 
toll circuit from the point where its 
Luther exchange was formerly locat- 
ed to a point 5.4 miles directly east 
of the point where said Luther ex- 
change was formerly located ; that the 
disconnection of said circuit by the 
Whitley County Telephone Company, 
defendant herein, was made at a point 
beyond that which marked the limit 
of ownership of said circuit by the 
Northern Indiana Telephone Com- 
pany. 

“Your complainant represents and 
shows finally that said destruction of 
said toll circuit from its Bippus ex- 
change to the Columbia City exchange 
of the defendant herein was without 
authority of your Honorable Body 
and without the consent of authority 
of your complainant herein; that the 
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effect of said action by the defendant 
herein was to deprive your complain- 
ant of its property right in said Bip- 
pus-Columbia City toll circuit and to 
render toll service over said circuit 
from the Bippus-Luther exchange 
area to Columbia City and to points 
beyond Columbia City impossible, all 
of which is contrary to law and was 
without authority from your Honor- 
able Body. 

“Wherefore complainant prays 
your Honorable Body for an early 
hearing and determination of the mat- 
ters herein set forth and for an order 
directed to the Whitley County Tele- 
phone Company ordering and direct- 
ing said company, the defendant here- 
in, to restore said connection of said 
toll circuit at the point where said cir- 
cuit was unlawfully severed.” 

The matter was set for hearing at 
the rooms of the Commission, Indian- 
apolis, December 16, 1929, at 10 
o’clock aA. M. The hearing was held 
at the time and place above indicated, 
with the appearances above noted. 

Counsel for the Whitley-County 
Telephone Company filed a motion to 
dismiss the petition, questioning the 
jurisdiction of the Public Service 
Commission over the subject-matter 
of the petition; said motion, omitting 
caption and signatures, is as follows: 

“Comes now Whitley County Tele- 
phone Company, respondent in the 
above entitled matter and moves the 
Honorable Commission to dismiss 
complaint herein because said com- 
plaint does not state facts sufficient 
to confer upon the Public Service 
Commission of the state of Indiana 
jurisdiction in the premises in that 
said complaint fails to allege: 

“1. That there is any duty upon 
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Whitley County Telephone Company, 
respondent herein, to maintain the 
connection in question. 

“2. That adequate service is not be- 
ing maintained with existing facili- 
ties. 

“3. Or that there is any public in- 
terest involved in the controversy be- 
tween the parties. 

“Wherefore, respondent asks Pub- 
lic Service Commission of Indiana to 
dismiss said petition in line.” 

This motion was taken under ad- 
visement by the Commission. The 
evidence showed that the petitioner 
formerly operated an exchange at 
Luther situated between Bippus and 
Columbia City and near the Hunting- 
ton-Whitley county line; that by au- 
thority of this Commission the peti- 
tioner was authorized to abandon this 
exchange at Luther and to serve its 
Luther subscribers from its exchange 
at Bippus; that prior to October 1, 
1929, its exchange at Bippus was 
connected with its exchange at Luther 
and with the Whitley County Tele- 
phone Company at Columbia City 
with a grounded toll circuit. That of 
said toll circuit the petitioner owned 
the portion between its Bippus ex- 
change and its former Luther ex- 
change and from the point where its 
Luther exchange was formerly locat- 
ed to a point 5.4 miles directly east 
of the point where said Luther ex- 
change was formerly located. That 
from this point to Columbia City, 
the Whitley County Telephone Com- 
pany owned said toll circuit. 

The evidence further showed that 
some time prior to October 1, 1929, 
it became impossible to put through 
calls over this circuit, on account of 
the cutting of the wire or disconnec- 


P.U.R.1930C. 


INDIANA PUBLIC SERVICE COMMISSION 








tion thereof at some point. The peti- 
tion alleges that this toll circuit had 
been disconnected by the respondent, 
Whitley County Telephone Company. 

At the hearing the witnesses were 
unable to give any definite testimony 
about this matter although the con- 
troversy had been under discussion by 
the parties for some time. The man- 
ager of the Columbia City exchange, 
appearing as a witness for the re- 
spondent, indicated that he did not 
know whether the line had been cut 
or disconnected and that if it had been 
disconnected that he did not know at 
what point. Witnesses for the peti- 
tioner testified that the line was not 
disconnected at any point in the por- 
tion of the line owned by the peti- 
tioner, but these witnesses were un- 
able to give any information as to the 
exact location of the point where the 
line had been disconnected. The pre- 
siding Commissioner indicated that a 
member of the engineering staff of 
the Public Service Commission would 
be sent to ‘make an inspection of this 
circuit to determine the facts and this 
arrangement was agreed to by all par- 
ties. 

Under date of January 13, 1930, 
the Commission has received the re- 
port of its engineer, Mr. W. F. Lebo, 
in regard to this matter, as follows: 

“Pursuant to the request of Mr. 
Ellis, I made an inspection on Jan- 
uary 7th of the grounded toll line 
which extends from Luther west 
along the county line to the state road, 
then north along the state road to 
Columbia City. From Luther to the 
state road this line is owned by the 
Northern Indiana Telephone Com- 
pany of North Manchester and that 
part along the state road to Columbia 
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City is owned by the Whitley County 
Telephone Company of Columbia 
City. 

“T find that the exchange at Luther 
has been abandoned and the subscrib- 
ers around Luther connected to the 
Bippus exchange. From _ Bippus 
north to the county line, a distance 
of about 4 miles, the Northern In- 
diana Telephone Company has built 
a new line, and from this point east 
to Luther the original line has been 
rebuilt and put in good condition. 
From Luther east to the state road 
the line is in very poor condition. 
Many poles are in bad condition, many 
cross arms are broken, insulators and 
pins have been pulled loose from the 
cross arms and the wires are in poor 
condition. This toll line was checked 
from Bippus to the junction point and 
it was found to be clear. A test set 
was connected at the junction point 
and I was able to talk to the Bippus 
operator. However, I was unable to 
get the Columbia City operator. 

“At the junction point on the state 
road I was met by Mr. Howell of the 
Whitley County Telephone Company. 
In going over the line along the state 
road to Columbia City I found one 
span of this toll line cut out a short 
distance south of Columbia City 
where a temporary line had been 
built around the construction of a new 
highway bridge. Mr. Howell ex- 
plained this as follows: Shortly be- 
fore this temporary line was built, the 
operator told him that this toll line 
was dead. In trying to locate the 
trouble he called over another toll line 
and was told by an operator of the 
Northern Indiana Telephone Com- 
pany that the Luther exchange had 
been abandoned. Shortly after this 
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he put in the temporary construction 
around the highway bridge and since 
this line was not in use, it was not 
connected up. 

“T found this line also disconnected 
on the main frame in the exchange. 
Mr. Howell explained this as follows: 
This line became crossed in the cable 
with a common battery line and was 
causing trouble and since the line was 
not in use, he disconnected it from 
the switchboard.” 

From the report it appears that this 
toll circuit has been disconnected at 
two points within the portion owned 
by the Whitley County Telephone 
Company, namely, at a point a short 
distance south of Columbia City and 
also at the switchboard in the Colum- 
bia City exchange. 

Counsel for the respondent request- 
ed at the close of the hearing, time to 
file a brief concerning this cause and 
permission was granted by the Com- 
mission, it being stated that a reason- 
able time would be allowed for the 
filing of said brief. 

Due to the illness of one of the at- 
torneys for the respondent the time 
for filing of this brief was extended 
by the Commission, and the brief was 
filed on January 16, 1930. 

On January 21, 1930, the petitioner 
filed a reply brief, calling attention to 
the delay in the filing of the original 
brief by respondent, as pointed out 
above. However, this delay was with 
the approval of the Commission, on 
account of the illness of counsel. 

On January 24th, the respondent 
filed a reply brief. The brief of the 
respondent deals entirely with the 
question of the jurisdiction of the 
Commission and a request is made 
that in the event the Commission 

































should overrule the motion to dismiss 
and assume jurisdiction of this cause, 
that opportunity be given the respond- 
ent to file a second brief on the merits 
of the case. The Commission has 
given careful attention to the brief 
raising the question of the jurisdic- 
tion of the Commission in this matter. 
The point stressed in the brief appar- 
ently is the argument that the Com- 
mission cannot order a physical con- 
nection without a showing of public 
convenience and necessity. It is true 
that there is little evidence as to 
the public convenience and necessity 
of the toll circuit involved .in this 
record. 

However, the matter of public con- 
venience and necessity in regard to 
this toll circuit was established when 
the circuit was built and the physical 
connection made. There has been no 
application to the Commission for au- 
thority to discontinue this toll circuit 
on the ground that public convenience 
and necessity no longer require its op- 
eration. The question before the 
Commission is whether one telephone 
company may arbitrarily discontinue 
a physical connection already estab- 
lished and over such a question the 
Commission is of the opinion that it 
has jurisdiction. The motion to dis- 
miss, therefore, will be overruled. 

The Commission sees no reason to 
defer decision on the merits of this 
cause, until further briefs have been 
filed. The facts necessary for deci- 
sion of this matter are set out in the 
report of Mr. Lebo, concerning which 
there can be little dispute since he was 
accompanied on this inspection trip by 
representatives of the petitioner and 
respondent. 
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The Commission, in view of the re- 
port of its engineer, is of the opinion 
that the Whitley County Telephone 
Company or its agents, disconnected 
the toll circuit in question, thereby 
destroying an already established 
physical connection; that the Whitley 
County Telephone Company obvious- 
ly, by the disconnecting of this toll 
circuit, made it impossible to furnish 
service over said toll circuit. 

In this connection the Commission 
calls attention to an opinion of the 
Indiana appellate court: 

“But there is good authority for 
the position that, when such a physi- 
cal connection has been voluntarily 
made, under fair and workable ar- 
rangement, and guaranteed by con- 
tract and the continuous line has come 
to be patronized and established as a 
great public convenience, such con- 
nection shall not in breach of the 
agreement be disconnected by one of 
the parties. In such cases the public 
has an’ interest in the arrangement 
and its rights must be given due con- 
sideration.” McCardle v. Akron 
Teleph. Co. (1928) 87 Ind. App. 59, 
P.U.R.1928C, 649, 652, 160 N. E. 
48. 

The Commission being fully ad- 
vised in the premises is of the opinion 
that the prayer of the petition should 
be granted and it will be so ordered. 


McCarpte, Chairman, and WEst, 
Commissioner, concur. 


SINGLETON, Commissioner, dis- 
senting: I am for the provisions of 
the order, but except to the failure of 
the Commission to give respondents 
time to file brief on the merits of the 
case before promulgating order. 
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“Serve the “Public 
YELL and TRULY” 


said a utility company executive recently. 


This means: 


Supplying of service technically as good as the most ad- 
vanced standards of the electrical art and our financial 
and human resources can compass; 

Operating so efficiently and intelligently that we may be 
able by improved methods and increased sales to re- 
duce unit costs and consequently from time to time 
lower prices; 

Conforming our policies and practices to the changing 
needs of our, customers as such needs develop; 

Keeping in mind always the social as well as the eco- 
nomic aspects of electricity supply; 

Planning and carrying on our business so that we earn, 
deserve and obtain not alone the respect of the public 
for our companies as businesses, but also the public’s 
good will toward us as servants intristed with a 
vital job. 


This is the ideal toward. which all business should 
strive. It is the ideal toward which the electric 
light and power, industry is striving. 
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swers on practical financial and operating 


questions discussed and decided by the 
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of public utility companies. 
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2 
52 VANDERBILT AVE., NEW YORK 








Beas 


THE J. G. WHITE ENGINEERING CORPORATION 


ENGINEERING—CONSTRUCTION 
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PUBLIC UTILITY SERVICE 
AND _ DISCRIMINATION 


In One Volume 
By 


ELLSWORTH NICHOLS 


(Associate Editor of Public Utilities Reports) 








1200 pages—$10 








Order Your Copy Now! 
(See desceription—Page XVI!) 


PUBLIC UTILITIES REPORTS, Inc. 


1038 MUNSEY BUILDING 
WASHINGTON, :: D.C. 





Fairchild Aerial Surveys, Inc. 
AERIAL PHOTOGRAPHIC MAPS 
and AIR VIEWS for 3 
Engineering, Financial and Legal 
Studies, Reports and Records 
LEBROS BUILDING 
8th Ave. and 38th St., New York City 








GANNETT, SEELYE & FLEMING, INC. 


ENGINEERING CONSTRUCTION MANAGEMENT 
FOR 


UTILITIES---INDUSTRIALS---MUNICIPALITIES 


HARRISBURG, PA. 


NEW YORK BUENOS AIRES, 8S. A. 








MUTUAL BUILDING 
307 HILLS ST. 
36 W. 44TH ST. 








BLACK & VEATCH 


CONSULTING ENGINEERS 
7 nea investigations and reports, 
design and supervision of construction 

of Public Utility Properties 
KANSAS CITY, MO. 
LOS ANGELES, CALIF. 
NEW YORK CITY 
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ECONOMIC 
BALANCE 


The territory served by the Common- 
wealth and Southern Corporation group 
of public utility properties is one of 
economic balance. 





The operating companies are located in 
Michigan, Illinois, Ohio, Indiana, Penn- 
sylvania, Tennessee, Georgia, Alabama, 
South Carolina, Florida and Mississippi. 
The sections served in these states have 
a population of over 7,800,000. 


Service is being supplied to approxi- 
mately 1,278,000 electric and gas cus- 
tomers. These customers required, for 
the 12 months ending April 30, 1930, 
an output of more than 6,348,000,000 
kilowatt hours of electricity and 
9,776,000,000 cu. feet of gas. A total 
-of 3,082,000 horsepower in electric 
generating capacity is available for 
public utilization. The daily gas manu- 
ae capacity totals 58,000,000 cu. 
eet. 





The companies associated in the Com- 
monwealth and Southern Corporation 
group of public utility properties are 
devoting their resources and energies to 
the supply and maintenance of adequate, 
reliable, economical public service. 





COMMONWEALTH & SOUTHERN 
CORPORATION 
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THE POTOMAC Electric Pow- 
er Company has entered upon an 
extensive building construction pro- 
gram for 1930 amounting to ap- 
proximately $6,000,000.00. 

THE FEDERAL Government is 
engaged in a program of public 
building development in Washing- 
ton of great magnitude and beauty. 
This Company is compelled to va- 
cate its office and operating build- 
ing site to accommodate the Gov- 
ernment’s requirements, and this 
fact, added to sound business condi- 
tions existing in Washington, neces- 
sitates the selection of a new site 
and a consequent increase in office 
building and operating plant facilities. 


Helping to Build 


“the New City Rising on the Potomac 





THEREFORE, in order to main- 
tain the high standard of “Match- 
less Service” to which light and 
power users in the Nation’s Capital 
have become accustomed, this Com- 
pany is constructing an imposi 
new office building in the heart of 
down-town Washington; a new and 
practically desi building to house 
its operating ents in a con- 
venient location further up-town, 
and several substations of distinctive 
design. 

THIS COMPANY is proud to 
thus evidence its confidence in the 
economic stability and future of 
“the new city rising on the Potomac” 
as the symbol of a great and pro- 
gressive nation. 


POTOMAC ELECTRIC POWER CO. 


Wm. F. Ham, President 


WASHINGTON, D. C. 
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From the minutes of a special meeting of the directors of Mitten Manage- 
ment, Inc., held after the death of Thomas E. Mitten on October 1, 1929. 





















. Now therefore be it resolved that we, as well for 
ourselves as for the multitudes of others in city, state 
and nation who drew from Thomas E. Mitten help, 





guidance, leadership and inspiration, do here 
record the common and overwhelming loss to us 
and to our times through his sorrowful death. 


That we here express for ourselves and for all whom 
he has served and led to better things, our under- 
standing, devotion and loyalty to his great ideals 
and to the works so far advanced by him in 
their achievement: 





That for ourselves, his co-directors, and for all 
others touched by his life and influence, whether 
as manager, owner or employe, we here resolve 
to go forward with the labors from which death 
has removed him, just as he had selected, taught 
and welded us to do and knowing as we do 
that, though he is taken, his inspiration cannot 
be taken from us.... 









MITTEN MANAGEMENT, INc. 
PHILADELPHIA 
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TO SUPPLY THE WORLD 
FOR CENTURIES TO COME 
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If the whole ceramic industry moved to — the clay from 
one Georgia county alone would supply its sedimentary kaolins, 
at the present rate of consumption, for the next six hundred 
years. 


Because this clay is near the surface, it is cheap. Because it is va- 
ried, virtually every form of table ware, electrical porcelain, sani- 
tary ware, wall and floor tile can be made from it, in addition to 
the more staple ceramic products, such as brick. 


Thus, from a plant enjoying the economies of Georgia location 
it is possible to serve a wide and rich market with goods whose 
quality compares favorably with wares of imported clays, at a 
price well below similar goods from other sections. 


Georgia is richly endowed. Her natural resources and production 
advantages offer tremendous opportunities tor a widely diverse 
up ot industries, such as Paper and Pulp, Furniture, Rubber, 
Full. ioned Hosiery, Textile and many more, which have un- 
usual profit possibilities. 
We will gladly supply the detailed background of these state- 
ments on request. Write Industrial Department, Georgia Power 
Company either at the New York office, 20 Pine street, or the 
home office, Electric building, Atlanta, Georgia. 


GEO 


INDUSTRY PROSPERS IN GEORGIA 
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Industrial Locations 
In Nine States 
Through a Single Organization 


Are you considering moving your plant or establishing a new division of your 
business in a location which will more nearly meet all of your manufacturing re 
quirements? i 





Would you be interested in meeting a single individual who can diagnose your 
needs and give you complete information as to the possibilities for your particular” 
business in over 800 communities embracing nine States? 


The American Gas and Electric Company’s subsidiaries serve a vast territory in| 
Indiana, Kentucky, Michigan, New Jersey, Ohio, Pennsylvania, Tennessee, Virginia and 
West Virginia which is tied together with one of the finest interconnected electric sys | 
tems in the world, furnishing power from modern steam and hydro electric plants 
whose aggregate capacity is 1,475,000 horse power. 


Throughout this territory you will find an adequate dependable supply of electric ” 
power—the first requisite of industry today. Somewhere in the system may exist the | 
ideal location for your business which combines all other essential factors. E 


An industrial: bureau is maintained at 30 Church 
Street, New’ York, to assist manufacturers de- 
sirous of locating in the territory. Your requests 
for confidential reports should be addressed to the 
Commercial Department. 


American Gas and Electric Co. 


Principal Subsidiaries 
Appalachian Electric Power Company Kingsport Utilities, Inc. 
Atlantic City Electric Company The Ohio Power Company 
Indiana General Service Company The Scranton Electric Co. © 
Indiana & Michigan Electric Company Wheeling Electric Company |]! 
Kentucky and West Virginia Power Company, Inc. 
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Coast Counties Gas and 
Electric Company 


Santa Cruz, California 





WELCOME 
NELA 


The Management of the Coast Counties Gas and 
Electric Company extends to the visitors attending the 
NELA Convention a hearty welcome to Santa Cruz— 
the Atlantic City of the Pacific Coast, with its beautiful 
bathing beaches and country clubs, excellent hotel facilities, 
wonderful drives and unsurpassed combination of seashore 
and mountain resorts. 


In the backyard of Santa Cruz are the world 
renowned California Big Trees. Towering hundreds 
of feet in the air, these giant redwoods grow in 
the mountains and along the roadways throughout 
this entire area. 


Santa Cruz is only 78 miles from San Francisco 
by excellent highway through beautiful country 
and can be reached by Southern Pacific Railway 
or bus. 


Watsonville, only twenty miles away, is widely 
known as the apple and lettuce country. Only 
twenty miles further is Gilroy—the home of the 
prune and land of California fruits, which are now 
in the harvest season; and Hollister—the great cattle, 
grain and fruit land, with the ancient San Juan 
Mission nearby. 


The entire organization of the Coast Counties 
Gas and Electric Company, assisted by the Chamber 
of Commerce, will do everything to make your visit 
a most enjoyable one. 





Cordially yours, 
J. B. WILSON, President, 
COAST COUNTIES GAS & ELECTRIC Co. 
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LEVELING THE BARRIERS OF DISTANCE 


N wheels and on wings, over highways of steel 

or concrete and via airways, moves a vast 
phalanx of transportation—representing about 
sixty billion dollars of investment. The mobility of 
man and merchandise—once measured by the 
range of a horse and wagon—is now limited only to 
the capacity of steam, gasoline and electric vehicles. 
The extent of this remarkable achievement is due 
not only to the abundance of inventive, engineering 
and directing ability available, but also to the wise 
use of the nation’s financial resources. America’s 
249,000 miles ‘of railroads with their costly equip- 
ment could not have been provided but for the 
twenty-five billion dollars which the public has in- 
vested in them. Likewise, the more than 40,000 


miles of surface, subway and elevated electric lines 
—and the 660,000 miles of surfaced rural highways 
in the United States over which more than twenty. 
six million motor vehicles travel—were built largeh 
with funds provided by investors. Thus the rewards 
investment in constructive enterprises are far broad- 
er than the steady returns of interest or dividends. 
In the building of highways and the financing ¢ 
steam and electric transportation, the i 
banking facilities of this house have served t 
borrowers and investors for many years. A list 
typical companies engaged in transportation whic 
Halsey, Stuart & Co. has served in this way, 
contained in our booklet, Choosing Your 
House. A copy will be mailed on request. 


HALSEY, STUART & CO. 


INCORPORATED 


CHICAGO, 201 South La Salle Street 


NEW YORK, 35 Wall Street 


AND OTHER PRINCIPAL CITIES 





THE PROGRAM 
THAT DOES MORE 
THAN 
ENTERTAIN 


8 P.M. Eastern Standard Time 
7 P. M. Central Standard Time 
6 P.M. Mountain Standard Time 
5 P. M. Pacific Standard Time 


Daylight Saving Time — one hour later 





Al 










OT ge 3 


— Je 


E power of a thousand storms waits, obedient. 
At the touch of levers, huge turbine generators 
twenty: ied electric current over miles of transmission lines, 
t largely light homes and drive factory wheels in distant 
wards of Thirteen and a half million horse power, once 
x breee y lost, is now contributing yearly to the comfort, 
videng ciency, and wealth of the United States. 

ncing of The greater part of the available water power 
! this country remains to be developed. But 


A list offoress is steady. At the beginning of 1929, devel- 
on whic d capacity was over 70% greater than in 1921. 


; way, isf The great hydro-electric plants of to-day have 
made possible by business enterprise ... by 
odern engineering ... and by the capital supplied 


bugh modern financial organizations. Recent proj- 


TAMING THE RIVER GIANT 





> 


rmUMlnmiytg 


ects for which Halsey, Stuart & Co. and associates 
have provided capital include the Dix River Dam in 
Kentucky, the highest rock filled power dam east of 
the Rockies; and the Saluda River Dam in South 
Carolina—to be the largest earth dam in the country. 

Thus we have been privileged to render an essen- 


tial and two-fold service—first, in loaning the money 


necessary for harnessing the power of great rivers 
and placing that power at the service of the public 
— and, second, in providing bonds of high quality for 
conservative investors. 

For additional information about the investment 
opportunities in this and other branches of the Public 
Utility Industry write for our illustrated booklet, “The 
Strength of the Utilities.” 


INCORPORATED 


HALSEY, STUART & CO. 


CHICAGO, 201 South La Salle Street 


NEW YORK, 35 Wall Street 


AND OTHER PRINCIPAL CITIES 





Every Wednesday evening 
you may increase your 
knowledge of sound invest- 
ment by listening to the 
Old Counsellor on the 


——~_ 
7\GIN E 
NAN /, € 





Halsey, Stuart & Co. pro- 
gram. Broadcast overa 
Coast to Coast chain of 
37 stations associated with 
National Broadcasting Co. 
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Compliments 


of 
The C. H. Geist Company 
Packard Building 


Philadelphia, Pa. 
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25 Years of Service 


Exide Batteries Haye Been Consistently Used 
by the Pacific Gas & Electric Company 
Since Its Organization 


A long Exide service record is not un- 
usual. Practically all of the important 
Public Urtility Companies—large and 
small—have proven, by many years of 
service, the dependability of Exide Bat- 


teries in control bus and emergency 





Typical Exide Control 
Bus Battery installation 
in power houses and 
substations of the Pacific 
Gas & Electric Co. 


Pit River No. 1 power 

house of the Pacific Gas 

& Electric Co. Exide 
equipped 


lighting operation. Exceptionally long 
life .... unfailing performance... . 
and economical operating costs... . 
they are the chief reasons why electrical 
engineers throughout the country choose 


Exide Batteries. 


Exide 


BATTERIES 










THE ELECTRIC STORAGE BATTERY CO., Philadelphia 


The world’s largest manufacturers of storage batteries for every purpose 


Exide Batteries of Canada, Limited, Toronto 
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Which Are The 
60 Leading Utilities And 
15 Leading Railroads 


=P 


By vote of the Board of Directors we are limited to the 
investment of 947% of our investment budget in the se- 
curities of these companies which have evidenced their 
soundness and established earning power by records of 
from fifteen to fifty years of successful progress. Utility 
executives and bankers will be furnished our weighing 
factors and figures upon application. » 


— 


Utilities Hydro & Rails Shares Corporation 


154 CONGRESS STREET BOSTON, MASS. 


The following houses are specializing in 
the shares and warrants of this Corporation 


C. D. Parker & Co., Inc. Kramlich, Reed & Co. Holman, Watson & Rapp 
R. E. Wilsey & Co. Joel Stockard & Co. Lorenzo BE. Anderson & Co. 
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UTILITIES POWER & LIGHT 
CORPORATION 


Principal Public Utility Subsidiaries 


The Laclede Gas Light Company Indianapolis Power & Light Company 
Central States Utilities Corporation Eastern New Jersey Power Company 
Derby Gas & Electric Corporation Laclede Power & Light Company 
Interstate Power Company Newport Electric Corporation 


Greater London and Counties Trust Limited 


CONSOLIDATED CONDENSED INCOME STATEMENT 


Dec. 31,1929 Dec. 31,1928 Dec. 31,1927 
Gross Revenue (12 Months). $52,348,686 $43,240,584 $27,645,209 
Net Earnings of Operating Companies 23,593,845 19,733,590 14,473,892 
Net Income After All Deductions... 7,617,657 4,496,882 2,640,034 
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Product 


30 Ampere 


and 


60 Ampere 


Class A 
Weatherproof Meter 
Cabinets without 
interlock 








ML 7311 ML 7312 
Switch in off posi- M 7312 


tion for changing ~ 
fuse. 
List Price $17.70 


For Outdoor and 
Indoor Use 
Listed as standard 
by 
Undermriters’ 
Laboratories 
Write for Bulletin No. F-54 


The 


M. J. Lewis Products 


6 Amp. 3-wire. 
List Price $23.00 


508 WEST GIRARD AVENUE 


Philadelphia, Pa. 





Hoosier Engineering Co. 


100 W. Monroe Street 
CHICAGO, ILLINOIS 


Transmission 
Line Erecting 
Service 
es 
Eastern Office: 225 Broadway 


New York, N. Y. 


Canadian Hoosier Engineering 
Company, Limited 


New Birks Bldg., Montreal, Canada 








Co. 








PIPE 
STOPPERS 


ALL TYPES 


Pipe Line Supplies 


SAFETY GAS MAIN STOPPER CO. 


523 Atlantic Avenue 
Brooklyn, N. Y. 
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UNIVERSALLY ECONOMICAL 


SURFACE TREADLE CARS SURFACE TREADLE CARS 














National Pneumatic Door 
Control is reducing operat- 
ing expense, accident claims 
and maintenance costs while 
increasing schedule speed on 
all types of modern public 


transportation. 





TROLLEY BUS 





a 
0h BF 


ELEVATED RAILWAY ELECTRIFIED STEAM R 


National Pneumatic Company 


CHICAGO NEW YORK PHILADELPHIA 
PARIS LONDON TOKIO 
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ALDRED & CO. 


60 WALL STREET 


NEW YORK CITY 
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Six and a half 
BILLION 


KILOWATT 
HOURS 


ALES of electricity for the Niagara Hudson System 
in 1929 reached the record-breaking total of 6,499,- 
329,000 kilowatt hours, an increase of 10% over sales by 
constituent companies in 1928. This is the greatest volume 
of electric energy ever sold by a single system. It repre- 
sents about 50% of all the electricity sold in New York 
State in 1929 and 8.5% of all sold in the United States. Of 
this total 71.3% was produced by hydro-electric plants, 
14.5% was purchased from other systems and 14.2% was 
generated by steam plants. 


During the year 24,449 new electric customers were added 
to the lines, as a result of the growth of communities and 
extension of lines, particularly in rural sections. Thus 
Niagara Hudson Service is playing its part in the develop- 
ment of home, farm and industry of the Empire State. 





NIAGARA \ HUDSON 


yp 
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for STEEL 


Wrov6nt Iron 
OFX we OT 0), 


Dresser Couplings are easily 
and quickly applied. They 
take care of expansion and 
contraction and will remain 
permanently tight. No leak- 
age. No maintenance. Made 


for all pressures. Write for 
details. 


S. R. Dresser 
Manufacturing Co. 
Bradford, Pa. 





DRESSER IANS 
FULLER LEHIGH | 


PULVERIZED-COAL EQUIPMENT 

Complete Pulverized - Coal Equipment for direct- 
fired and storage systems 

Pulverizing Mills 

Transport System for Pulverized Coal 

Dryers, Rotary and Vertical 

Feeders 

Burners 





WATER-COOLED FURNACE WALLS 
for pulverized-coal, stoker and oil-firing 


FULLER LEHIGH COMPANY :: FULLERTON, PENNA. 
A Babcock & Wilcox Organization 





SOA 














June 12, 1930 Public Utilities Fortnightly XXXIII 





The Great Central West 





| Serving... 
































ORE than 880 municipalities with a combined 

population in excess of 1,600,000, in Illinois, 

Iowa, Missouri and Kansas, receive one or more of the 

essential public utility services from the subsidiaries of 
North American Light & Power Company. 


By supplying continuous, adequate and economical 
service both to industry and individuals, our subsidiaries 


fulfill their proper function as public servants. They are 
helping to build and develop the rich, highly diversified 
area of which they are part. The prosperity of the terri- 
tory served is reflected in the stability of the companiés 
supplying the service. 


NORTH AMERICAN LIGHT & POWER 


231 SO. LA SALLE ST. COMPANY CHICAGO - ILLINOIS 
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POWER TRANSFORMERS 


—features 
of design 





Tanks and radiators fabricated in our 
own plant. Direct current arc welding 
process used. 

Cores of the finest quality silicen steel, 
the result of years of research, having 
low core loss characteristics. 

Patented balanced double magnetic cir- 
cuit, assuring even flux distribution. 
Coil design incorporates vertical oil 
ducts, giving uniform heat dissipation 
and eliminating possibility of hot spots. 
Cable paper insulated windings. Pos- 
sessing high dielectric strength. Entire 
unit shipped filled with oil and ready 
for service. Write our nearest office 


10,000 kva., 66,000/22,000 volt fer detailed information. 


LLIS-CHALMERS MANUFACTURING(O. 


MILWAUKEE, WIS. U.S.A. 








Magnet Wire 
of 


Quality 
ASSACHUSETTS 
AGNET WIRE 


All Sizes 





MASSACHUSETTS ELECTRIC MANUFACTURING Co. 


West Lynn Massachusetts 
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EARLL— 


A name typifying 
the best . . 


The name EARLL in the electric 
railway industry is associated exclu- 
sively with trolley catchers and trolley 
retrievers. Specializing on these two 
devices year after year, EARLL has 
produced devices which are superior 
in every detail. 


Improvements and refinements de- 
veloped by years of experience have 
made EARLL Trolley Catchers and 
EARLL Trolley Retrievers the best 
that money can buy. 





In 16 countries EARLL Trolley Catchers and Retrievers are 
giving the utmost in service with a minimum of attention and main- 
tenance. 


Simple—light weight—quick—ertain in action, these two devices 
are indispensable to good trolley car service. They facilitate opera- 
tion, make faster schedules possible, protect overhead, poles and 
rolling stock. 


Fill the oil reservoir only once every 3 months 


General Foreign Agents C I E ARI | In Canada 
INTERNATIONAL ° ° RAILWAY & POWER ENG. 


GENERAL ELECTRIC CO. 5 CORPORATION 
Schenectady, N. Y. YORK, PA. Lta. 


U.S. A. U.S.A. Toronto, Ont. 
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Congratulations, Cordial Greetings 
and Best Wishes | 


to 


Members, Officers, Delegates, Guests 


of the 


National Electric Light Association 


in attendance at the 
53-¢ Convention 
at 
SAN FRANCISCO, JUNE 16-20, 1930 
- * + 


HISTORY SHOWS NO CONFLICT OF INTEREST 
BETWEEN OUR STOCKHOLDERS AND OUR CUSTOMERS 


Year Capitel Dividend Rate Value of Rights Domestic Rate 
aw $ 1,400,000 7 per cent $25.00 per share 2c per K.W. Hr 
SES . £2 s " ° va" ;* l6c 6a 
CER es - * 19.00 “ ° 13c = " 
Sere 2,400,000 8 “ * me °, .% llc = AS . 
ae 2. ae — os 10c =. Ve Ps 
PR PSSE ee . 3,600,000 10 “ “ Reade ttleyy 9c "iit, “i 
RL. tasdiciacetees ~« ae ae Ye | 8c a a ws 
Re 6,000,000 8 “ “ oa 6h —l* 8%c is « " 
Era 8,250,000 10 “ “ —- 10c aes - 
PS. SS 12,000,000 10 ey 14.00 “ 6c* n 
ae” 2s... De ee, > * ee . 
BOE: ikke cht . 18,000.000 10 “ “ 4.00 “ “ ” = eae . 
ee _718,000,000 104% “ “ 25.00 ‘ ? =, ne 
1929 (See note). 21,000,000 11 << 1800 “ “3c & 4c “* * " 


*Plus a fixed charge of 5c per month per 100 sq. ft. floor area. 
**Plus a fixed charge of 8c per month per 100 sq. ft. floor area. 
***Plus a fixed charge of 15c per month per 100 sq. ft. floor area. 
+NOTE :—May 8, 1928, par value reduced from $100.00 to $25.00 per share. 





The Hartford Electric Light Co. 


HARTFORD, CONN. 
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Power 
for GROWING “ CG 
INDUSTRIES 














In Oregon and Washington, 
where industries are fast growing, 
organizations are ever adding capac- 
ity to their present plants. 





dependable service and in a reserve 
of power that is always well in ad- 
vance of the industrial, commercial 
and domestic requirements of the 
rich and progressive section which 
they serve. 

The number of industrial 
enterprises in Oregon and Wash- 
ington using Electric energy for . 
motive power and light reflects 
upon these companies a credit for 
cooperation in industrial develop- 
ment that can not be over esti- 
mated. The spirit of progress is 
here ever constant between the in- 
dustries and the Electric Utilities. 





Pacific Northwest Public Service Co. Puget Sound Power and Light Co. 
Portland, Oregon Seattle, Washington 
Pacific Power and Light Co. Washington Water Power Co. 


Portland, Oregon Spokane, Washington 
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Cordial Greetings 


to 


MEMBERS OF THE 


A. E. R. A. 


A 


49th Annual Convention 
San Francisco 
June 23—June 26, 1930 


— 


The Capital Traction Company 


WASHINGTON, D. C. 
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Aggressively developing 
public utility service in the 
smaller cities and' towns 

56,000 Customers 
$8,250,000 Annual Gross Earnings 
$47,000,000 Assets 


100,000,000 KWH Annual Output 
4,000,000,000 Cubic Feet Natural Gas Sold 


One thousand, five hundred employees 
operating properties in twelve states. 


Descriptive Booklet will be mailed on request 


EMPIRE PUBLIC SERVICE 
CORPORATION 


A Subsidiary of Empire Corporation 
1600 Arch Street Philadelphia 
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Subsidiary and affiliated 
public utility companies of 


STANDARD 
GAS & ELECTRIC 
COMPANY 


serve 1,588 citiesand 
towns, with combined 
estimated population of 
6,300,000, in twenty 
states. As of December 
31, 1929, customers of all 
classes were 1,592,188, 
and total installed elec- 
tric generating capacity 
was 1,390,214 kilowatts. 








231 South La Salle Street, Chicago, Illinois 























THE SYSTEM INCLUDES: 


The California Oregon Power Company 
Duquesne Light Company (Pittsburgh) 
Equitable Gas Company (Pittsburgh) 
Kentucky West Virginia Gas Company 
Louisville Gas and Electric Company 
Market Street Railway Co. (San Francisco) 
Mountain States Power Company 
Northern States Power Company 
Oklahoma Gas and Electric Company 
Philadelphia Company 

Pittsburgh Railways Company 

San Diego Cons. Gas and Electric Co. 
Southern Colorado Power Company 
Wisconsin Public Service Corporation 
Wisconsin Valley Electric Company 


Deep Rock Oil Corporation 


BYLLESBY ENGINEERING AND 
MANAGEMENT CORPORATION 


ENGINEERS—MANAGERS 
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Alie sound balance between hydro-electric and 


steam power provides tor our customers reliable 
service at low cost. 


7 


Just so, the sound balance between earnings and 
capital structure provides for our investors good security 
at a fair return. 


The Agawam Electric Company Lee Electric Company 


Amherst Gas Company Ludlow Electric Company 
Easthampton Gas Company Pittsfield Electric Company 
Greenfield Elec. Light & Power Co. Turners Falls Power & Electric Co. 
Hampshire Electric Company United Electric Light Company 


Western Counties Electric Co. 





Constituent Companies of 


Western Massachusetts Companies 
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The American Electric Railway Engineering 
Association 


announces the publication of the 


1929 Edition 


of its 


“Engineering Manual” 


containing all of the Standards, Recommendations and Miscellaneous 
Methods and Practices approved by the A.E.R.E.A. for use by the 
electric railway industry. The Manual includes divisions covering the 
following departments of electric railway organization: Buildings 
and Structures; Power Distribution and Transmission; Equipment ; 
Power Generation and Conversion; Purchases and Stores; Signaling; 
Way Matters; Wood Preservation. Each of these eight divisions is 
published separatély for the convenience of those not requiring the 
entire Manual. 


Approximate prices of complete Manual (cloth bound): 
$7.50 to members; $10.00 to non-members 


Prices of separate paper bound divisions are 
proportionate to size (50c to $1.25) 





Orders and inquiries may be sent direct to 


American Electric Railway Association 


292 Madison Avenue, 
New York, N. Y. 
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LACQUER 


the economical finish 





HE advantages of lacquer finishing and refinishing are 
By f= well known to the steam and street railway and 

bus operators today. It is no longer a matter of “shall 
we use lacquer?” but “what lacquer shall we use?” 


We think it would pay you to investigate Egyptian, a ares 
uct of one of the world’s oldest and largest exclusive 
lacquer manufacturers. 


In over 40 years of lacquer making we have learned many 
things that work to the decided advantage of the user and 
we feel that you will be well repaid by discussing your 
finishing and refinishing problems with us. 

And many Egyptian users are learning things too. For 
instance, auto refinishers throughout the country have 
learned that it costs less to use Egyptian Lacquers. Not 
that it costs less per gallon in the can but it costs less on the 
job and that after all is the only way the cost of any prod- 
uct can be judged. 


Egyptian Lacquer costs less per job because— 


(a) It contains more solids per gallon and therefore covers 
better with fewer coats. 


0 Ba te Ce eae ee 


(c) It is more durable, assuring the user of longer wear 
and less frequent refinishing. 


We repeat—it will pay you to investigate Egyptian. Send for 
literature or a representative and when you are in Chicago call at 
our mid-western branch office, 3052 Carroll Avenue where we main- 
tain a permanent exhibit of transportation finishes. 


THE EGYPTIAN 


Lacquer Manufacturing Co. 


90 West Street, New York 
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AGAIN 


GEN 





IL. 


First in pioneering the 
Truck-Balloon and first 
with a complete line for 
all wheel sizes. 





General’s Jumbo Truck Balloon has 
effected unbelievable savings for op- 
'  erators everywhere. 
Get the facts about 


FeGENERAL 
JUMBO Truck Balloon 
General Tire & Rubber Co., Akron, 0. 








NAUGLE POLES 
Western and Northern Cedar 
Batt-treated or Plain 


NAUGLE POLE & TIE CO. 
59 Bast Madison Street Chicago, Ill. 














Meet ce TA SHELL BUCKETS 
@ je... 


BLAW-KNOX COMPANY 
Permer’s Bank Bidg. Pittsburgh, Pa. 














Power Plant Piping 


ers and Contractors 


Pittsburgh Piping & Equipment Co. 
Pittsburgh, Pa. 











Robertson Protected Metal (RPM) 
is a steel roofing and siding sheet 
made proof against rust and correo 
sion by three impervious protective 
coatings: (1) a layer of asphalt; (2) 
a layer of asbestos felt; (3) a thick 
waterproof cover. The ideal cover- 
ing material for many types of util- 


H. H. ROBERTSON CO. 
GRANT BUILDING 


Pittsburgh, Penna. 
Branches in All Principal Cities 











Cast Iron Pipe and 
Fittings for all purposes 

















June 12, 1930 Public Utilities Fortnightly XLV 











American Commonwealths 
Power Corporation 


120 BROADWAY, NEW YORK CITY 


EXTENDS 


Greetings and Hearty 
Good Wishes 


to the 


MEMBERS, DELEGATES and 
GUESTS 


of the 


National Electric Light 
Association 


IN ATTENDANCE AT THE 


53rd CONVENTION 


SAN FRANCISCO, JUNE 16th-20th 
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E EX TEND the 
facilities of our 
organization to those de- 
siring information or re- 
ports on companies with 
which we are identified. 


Electric Bond and Share 
Company 


2 Rector Street New York 
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THERMIT WELDING 


is saving thousands of dollars per year for the elec- 
tric railways of America. The Thermit Insert Weld 
has been in general commercial use in America 
longer than any other method of welding rails. 


It is now standard on most of the important rail- 
ways. The Metal & Thermit Corporation has 
spared no expense or effort in making the Thermit 
Weld a success. Its twenty-five years of experience 
in the welding business and its extensive resources 
have enabled it to make the engineering develop- 
ments and give the service which is necessary for 
the success of a technical product, such as Thermit. 


If you are not conversant with the savings being 
made by Thermit, not only for new track construc- 
tion but for maintenance, let us give you the facts. 


omy => 


METAL & THERMIT CORPORATION 


x 120 Broadway, New York 
Boston Pittsburgh Chicage S. San Francisco Toronto 
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DUNCAN 


Watthour Meters and 
Transformers 





Write for bulletins 


Duncan Electric Mfg. Co. 
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‘| — | ‘The Babcock & Wilcox Co. 


8§ LIBERTY STREET, NEW YORK 


ESTABLISHED 180 
























































Water Tube Boilers Steam Superheaters 
Economizers Air Preheaters 
Chain Grate Stokers Oil Burners 
Refractories 
Seamless Tubes and Seamless Pipe 
‘ 
| : BRANCH OFFICES 
{ x ATLANTA Candler Building 
: Boston 80 Federal Street 
CHICAGO 20 North Wacker Drive 
CINCINNATI. Traction Buildi 
CLEVELAND. Guardian Building 
Datias, Texas Magnolia Building 
Denver. 444 Seventh Street 
Dernrorr. Ford Building 
Houston, Texas Electric Building 
Los ANGELES. Central Building 
New Ogeans. 344 Camp Street 
PHILADELPHIA Packard Building 
Puoenrx, Ariz Heard Building 
PrrrssurcH K Building 
. Portcanp, Ore. Failing Building 
“ Satt Laxe Crrv....................... Kearns Building 
. San FRancisco Sheldon Building 
. SEATTLE. Smith Tower 
: Honorutu, T. H..................... Castle & Cooke Building 
Havana, Cusa Calle de Aguiar 104 





San Juan, P. R...................... Recinto Sur 51 
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You reduce costs... 
DO YOU INCREASE GROSS INCOME? 


_ POWER COMPANIES spend millions to 
‘reduce cost of production yet fuel is 
only 3% of the gross. More-load-per. 
cs “consumer brings n 
‘Se yoriations in power-factor . . . ofly * ge 
- froders oo) sit eantl wih 
Y  peeapeised x gies: . 
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H Cis the correct meter when loads © 
increasing - « -when peaks) are frm: 
.» when power-factor is tow.” 
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Sangamo Type HC Meter is for modern load building. It has a straight-line accuracy 
from the lightest up to 300 per cent. load and is temperature compensated from 20 
to 120 deg, F. at’all power-factors. It is not appreciably affected by variations in 


voltage or frequency. Bulletin 79 tells all about the HC Meter. Write for it. 


SANGAMO 


ELECTRIC COMPANY 
SPRINGFLELD, ILLINOIS 
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Sgyys76—1900 : 


15,000 additional squire feet of floor space, to be 
devoted exclusively to electrical testing, is an indica- 
tion of how the light and power industry keeps pace 
with the ever broadening scope of its service. 1901-1904 


ELECTRICAL TESTING LABORATORIES now requires 66,000 square . 
feet for its operations, having just completed the fifth expansion 
within a decade. In 1929, this organization of more than 300, sup- 
plied the industry with 7554 test reports, covering every variety of 
product relating to industry. 


Know— 


Mts 


Thirty-four years in the Serv.ce of the Electrical Industry — 














